


PROFIT PERFORMANCE MEASUREMENT 
OF DIVISION MANAGERS 


Joe! Dean 


WE SOLVED OUR ANALYSIS PROBLEM 


Anthony R. Carbone 


THE MECHANICS OF REGISTERING STUDENTS 
Paul A. Walgren 


HOW TO GET 
THE BEST JUNIOR ACCOUNTING PERSONNEL 


Charles L. Savage 


Paul B. Mulligan reports on 
the XIth International Congress of Scienrific Management 


NOILN@RISIC ¥OI Nd 
2g /et “USTIY “£oqry Guy 
Z¥O ALYUIQTY * [USL 

uMsTWoH. Jo Ay Ter9a Tun 





NIVAC 


CJ They're making important decisions without 
accurate, up-to-date facts. 


[_] They're unable to meet important 
‘“‘decision making’’ deadlines. 


‘e, They have management men, scientists, or 
engineers doing work which should be 
handled by clerks. 


(J They need sales and marketing information 
that they haven’t been able te obtain. 


[-] They’re missing production schedules. 


[_] They’re f-hadlarommlantelelac-lelamianielaaar-] elem cele) 
late to capitalize fully on it. 


& They’re havihg trouble with customer service 
or with keeping requisitions, inventories, 
elalemelael-e-Miamey-1f-aa oe 


[.] They’re experiencing delays in issuing 
financial statements. 


[_] Their overhead costs are high or if there’s 
a shortage of clerical help. 


[_] They don’t have complete up-to-date facts on 
production, costs, and operating efficiency. 


And, you won't have to pay for a full-time computer if you _ study defore installing an electronic computing system. 

only need part-time work. Remington Rand Univac main- Find out how Remington Rand Univac can solve your 
tains Service Centers throughout the country for those whose = management problems and widen your profit margins. Call 
data-processing requirements do not justify the installation of | your nearest Remington Rand office or write to Room 1921, 
a system, as well as for those who want to make a feasibility 315 Fourth Avenue, New York 10, N. Y. 


DIVISION OF SPERRY RAND CORPORATION 
Makers of: Univac System « Univac Scientific * Univac File-Computer » Univac Punched-Card Computers * Univac High-Speed Printer 
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THE IAS STUDEN 


Particularly in the field of adult 
education, a school is dependent for its good name upon 
the accomplishments of its students. We are 
proud of the continuing success of thousands of IAS 
students both in business and in public accounting practice. The 
chief purpose of this message is to acknowledge their achievements** 


with respect and appreciation. 


e The very fact that a man has completed a com- 
prehensive home-study course indicates ambition, 
self-reliance, willingness to work hard, and self- 
discipline. Sincerity of purpose is clearly demon- 
strated in that each student pays his own fee. 


IAS students in general are 
exceptionally well qualified 


to pursue effectively a study © Qualities like these are not common today. That 
IAS men and women students possess them to.a 
marked degree helps to explain why so many of 
our former students are found among the leading 
accountants throughout the United States and 


Canada. , 


program designed for adult 

education. They are mature; 
a recent survey showed an age 
range of 18 to 59, an average 
*For one example, more than 2,600 of 
those who passed CPA examinations 
during the seven years 1950-56 had ob- 
tained all or a part of their accounting 
training from IAS. 








of 31 years. Most are married 
and hold responsible 


office jobs. 


Many are college graduates; 





10,532 college graduates 
The school’s 24-page Catalogue A is 


available free upon request. Address your 
card or letter to the Secretary, IAS .. . 


enrolled with IAS during the 
seven years 1950-56. 


INTERNATIONAL ACCOUNTANTS 


SOCIETY, INCORPORATED 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD ° CHICAGO 6, ILLINOIS 


WAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together 
~ the necessary procedures to effectuate the 
plan. 


2. To measure performance against approved 
Operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 










4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 







5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 









6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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In business after business... 


BURROUGHS MICROFILMING 
BRINGS THE BIG RESULTS 





MODERNIZES RECORDS CONTROL SYSTEM FOR FOOD SERVICE MAN- 
AGEMENT FIRM: “Now, over a million records covering the past 10 years 
are being filmed for compact, fingertip records control, thanks to depend- 
able Burroughs Microfilming.” Harding-Williams, Chicago, Illinois. 


HOW MANY 
WAYS CAN 
IT HELP 
YOU ? 


Probably many, many more than you imagine. Consider a few of the 
advantages Burroughs-Bell & Howell dependable microfilming 
equipment offers you: It can help you simplify or improve records 
systems; provide tightened data control; save voluminous record 
storage space; cut costly clerical help; and insure a foolproof records 
retention schedule. Your nearby Burroughs Systems Counselor can 
show you its many other benefits. He’s well trained and experienced 
in every single facet of the operating needs of 
businesses—small and large. Want an enlightening 
chat? Then call him at our nearest branch office 
today. Burroughs Corporation, Detroit 32, Michigan. 
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CUTS COSTLY POSTING OPERATIONS FOR DRY CLEANERS: “Permanent 
record microfilming of invoices cut two-thirds of our billing time by eliminat- 
ing the need for posting the date and number of each customer invoice.” 
O’Conner’s Cleaners, River Forest, Illinois. 


























REDUCES FILING TIME AND CLERICAL COSTS FOR TRUCKING FIRM: 
“Burroughs Microfilming affords us faster filing and easier finding of our 
many records . . . cuts clerical costs while still meeting !.C.C. records retention 
requirements.” Shay’s Service, Inc., Dansville, New York. 


THE MODERN LOW-COST MICROFILMING SYSTEM 


“Burroughs” —Reg. TM. 








PROBLEMS BEYOND THE SCOPE OF LOGICAL THOUGHT 


Editors, THE CONTROLLER: 

I was terribly disappointed with the 
article “Operations Research for the Busi- 
nessman”’ by Clark Sloat in the June issue 
of THE CONTROLLER—both as to the 
quality of work prepared by a partner in 
Price Waterhouse & Co. and the evident 
lack of critical review by your staff in 
publishing the article. 

The purpose of the article, in explain- 
ing OR, was to point out that the proper 
application of mathematics and other sci- 
entific tools to business problems will 
produce improved profits for the business. 
However, the examples shown in Table I 
and Table II do not demonstrate this 
point. 


The least expensive method of produc- 
tion (computed mentally and without re- 
course to any machines or tools at all— 
but subsequently confirmed by simple 
arithmetic) is to produce any 86,000 units 
taken from Products 1, 2, 8 and 9 on line 
3; all 200,000 units of Product 7 plus 
any other 184,000 units taken from Prod- 
ucts 4, 5, or 6 on line 2, and the balance 
on line 1. Under the factors assumed, this 
will give you the lowest total hours—or 
1,362.6 compared with the 1,373.3 ar- 
rived at through the OR method. 

The logic of this goes back to Econ II 
when we discussed the flow in interna- 
tional trade. Obviously the 200,000 units 
of Product 7 must be made on line 2 











CHICAGO 
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Bap 
Depreciation and Depletion Studies 

Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
* LOS ANGELES 








because it is most efficient on that line 
The remaining balance of 184,000 cap 
come from either 4, 5, or 6—since the 
efficiency is the same between lines 1, 2 
and 3. In deciding how to get 86,00 
units on line 3, products 1, 2, 8, and 9 
(each with a ratio of 1.50 to 4.00) take 
2.67 times more labor on line 3 than op 
line 1 whereas Products 3, 4, 5, and 6 
(each with a ratio of 1.00 to 3.33) take 
3.33 times more labor on line 3. There. 
fore the minimum assigned to line 3 js 
taken from the products on which it js 
relatively most efficient—or products 1, 2 
8 and 9. 

I then look at the next problem of dis. 
tribution from factories to warehouses— 
Tables III and IV. On the simple ap: 
proach of distributing each factory to the 
warehouse bearing the lowest freight rate 
(while also checking to see that there 
wasn’t a lower freight rate possible from 
another factory) in a matter of minutes 
I worked out the following schedule: 


Plant 1 500 units whse 4 
Plant 2 1200 units whse 5 
Plant 3 500 units whse 2 
300 units whse 3 

4800 units whse 5 

Plant 4 1800 units whse 1 
700 units whse 2 

100 units whse 4 

Plant 5 7000 units whse 2 
Plant 6 1200 units whse 3 
Plant 7 1500 units whse 3 


The total transportation costs by this 
simple method came to $8,295 so that OR 
in this case would have saved $5.00 or on 
the order of 6/100 of 1%—hardly a 
significant saving. 

At this point I sort of gave up on the 
article. At the point where I stopped, the 
author had failed to explain that OR 
should not be used as a substitute for 
simple, logical thinking on the part of 
management—but only to tackle those 
problems beyond the scope of logical 
thought. This greatly reduces the area of 
application—although I assure you that 
there is a great void today in logical 
thinking by many persons who consider 
themselves part of management. 

I hope you don’t consider my remarks 
too caustic—although you must admit 
that, as shown in the first example, they 
come from a person who singlehandedly 
can improve on the mathematical products 
of OR. 


ROBERT KAHN 
Lafayette, Calif. 
(Continued on page 418) 
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Oaltonal De luxe adding machine... 






Live Keyboard with keytouch adjustable to each operator! 





Saves up to 50% hand motion—and 
effort! Never before have so many time- 
and-effort-saving features been placed 
on an adding machine. 

Every key operates the motor—so 
you can now forget the motor bar. No 
more back-and-forth hand motion from 
keys to motor bar. 

Keys are instantly adjustable to each 
operator’s touch! No wonder operators 
are so enthusiastic about it. They do 
their work faster with up to 50% less 
effort. The new National not only has 


new operating advantages, but also has 
new quietness and new beauty! 
“Live” Keyboard with Adjustable 
Keytouch plus 8 other time-saving 
features combined only on the National 
Adding Machine: Automatic Clear 
Signal... Subtractions in red... Auto- 
matic Credit Balance in red .. . Auto- 
matic space-up of tape when total 
prints ... Large Answer Dials... Easy- 
touch Key Action .. . Full-Visible Key- 
board with Automatic Ciphers... 
Rugged-Duty Construction. 


THE NATIONAL CASH REGISTER COMPANY, payron 9, on10 


989 OFFICES IN 94 COUNTRIES 





wee ee eee -- 45 


A National “De luxe” Adding Ma- 
chine pays for itself with the time- 
and-effort it saves, continues sav- 
ings as yearly profit. One hour a 
day saved with this National will, 
in the average office, repay 100% 
a year on the investment. See a 
demonstration on your own work. 
Call nearest National branch office 
or dealer. See phone se, 
book yellow pages. 4% % 

be 


*TRADE MARK REG. U. 8. PAT, OFF. 


ADDING. MACHINES « CASH REGISTERS 
ACCOUNTING MACHINES 
nce paper (No Carson Reauirtp) 
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“Cummington costs less!" | 
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of 7 people. 


your neeas. 


Learn more about this 
money-saving machine 
now. Write today for 
Bulletin C4. 







INSERTING MACHINES 


...1T PAYS TO COMPARE COSTS BEFORE 
YOU BUY ANY MAIL INSERTING MACHINE 


YOU PAY LESS when you invest in a Cummington . . . the 
lowest priced automatic mail inserter on the market! 


YOU CAN SAVE 6 out of every 8 hours now spent on mail- 


ings. A Cummington does the work hy, 


Available in one to six stations to fit * 


(GENET) ORPORATION 


718 Beacon Street, Boston 15, Massachusetts 
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SUBSTITUTING CUSTOMERS 
FOR STUDENTS 


Editors, THE CONTROLLER: 

I am taking the liberty of submitting 
to you a copy of an article which was pub- 
lished, under my name, in College and 
University Business, a magazine designed 
to keep business officers of educational 
institutions informed on current practices 
at other institutions. 

We believe that the procedures de- 
scribed are unique in our field and they 
do illustrate how prepunched cards and 
mark sensing can be combined to good 
advantage to cut down the time required 


to obtain needed information and to re- 
duce costs. 

I can also visualize how the principles 
which we used can be adapted to com- 
mercial and industrial problems. As an 
example, by substituting customers for 
students, commodity cards for class cards, 
and by identifying a salesman with each 
customer, the following functions could 
be performed from one basic set of cards 
for each transaction. 


1. Prepare shipping orders. 

2. Prepare invoices to customers. 

3. Prepare monthly statements to cus- 
tomers. 





THE CONTROLLER....... Se Re SEPTEMBER 1957 










418 


4. Adjust inventories. 
5. Analyze sales by areas, salesmen oy 
commodities. 


6. Establish amount of sales and al 


counts receivable controls. 





































The same principles could also be 
adapted to purchases. By utilizing index 
cards and by preparing cards for each 
standard commodity purchased, includin 
their standard cost, it would be relatively 
simple to mark sense the quantities and 
actual cost. The cards could then be used 
to compute variations from standard{ 
costs, adjust inventories, establish accounts ‘ 
payable controls, establish discount con. Big A 
trols and to actually write checks in pay. Acc 
ment of purchases. gradu: 
PAUL A. WALGREN and in 
University of Southern California oon ta 
Los Angeles, Calif. ere 

Excerpts from Mr. Walgren’s article ap. oA ae 
pear on page 436 of this issue. 

—The Editors) than 1 

ie: 

IT’S WONDERFUL! to the 
OR IT’‘S THE HEAT... survey 
Editors, THE CONTROLLER: counti 

We wish to subscribe to the Journal of Cor 
Accountancy beginning with the August} tive sl 
1957 issue. Kindly send us your invoice} staffs, 
to cover the subscription fee. RSBE vith o 

After we laughed, we sent the letter ony survey 
to our friend’s circulation department. oS 

' athe Editon) during 

| positio 

LITTLE BOUQUETS .. . ample, 
Editors, THE CONTROLLER: by the 

May I take this opportunity to tell you) emia 
that I am an interested reader of Tue) t0n. 
CONTROLLER. In my opinion, the tech) —Sucl 
nical articles contain much more substance! by com 
than most other professional journals. | ished 
W. F. OTTERSTROM | Upin 
Olin Mathieson Chemical Corporation 16,000 
New York . month: 

to guic 
Editors, THE CONTROLLER: 

As a matter of interest, the U.S. Navalf 
Ammunition Depot, Hingham, Mass. 6 Profit 
a regular subscriber and finds THE CON: Tret 
TROLLER a very valuable asset in the Con- : 
troller Department professional library. ade ha 
We in the Controller Department antic: trends 
pate its receipt each month. a recer 
R. W. BRAUER, Lieut Sc USN past ye 
U.S. Naval Ammunition Depot divider 
Hingham, Mass. after ta 

The 

Readers of THE CONTROLLER bined. 
are invited to express their reac- the firs 
tions to articles appearing within ” 

our pages. Letters will be welcomed = 3 

for inclusion on this page and must being i 

bear the writer's signature and ad- 1940 p 

dress (which will be withheld if so in 194. 

requested). The Editors cess pr 
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Big Man on (and off) Campus 

According to a recent survey, the 1957 group of college 
graduates was offered an average starting salary in business 
and industry of about $400 monthly. This is the highest in 
our history and approximately double the amount offered 
graduates a decade ago. The same study determined that 34 
of 200 companies surveyed had made plans to contact more 
than 100 colleges each. 

In another part of the report we learned that, in addition 
to the well-publicized shortage of engineers, the companies 
surveyed were also strongly interested in graduates for ac- 
counting and general business training. 

Corporate controllers have been concerned about the rela- 
tive shortage of talent for their management accounting 
staffs. They may gain a bit of assistance, in their contacts 
with college graduates, in being able to report that the same 
survey found that although engineers earned higher salaries 


? itor during the first five years, accounting or general business 


positions paid better salaries at the end of a decade. For ex- 
ample, the average college man employed as an accountant 
by the companies in the survey earned $776 monthly in con- 


1 yon trast to $740 for the average engineer a decade after gradu- 


THE) 


ation. 

Such findings should help stimulate even broader interest 
by companies as well as students in the booklet recently pub- 
lished by Controllers Institute of America entitled ‘‘Moving 
Up in Business—A Look at Managerial Accounting.’ Over 
16,000 copies have been distributed in the past several 
months to students in colleges and high schools, as well as 
to guidance counselors. 


Profit, Dividend Trends Vary 


Trends in corporate dividends during the postwar dec- 
ade have been relatively smooth whereas corporate profit 
trends have displayed considerable irregularity, according to 
a recent analysis by the Cleveland Trust Co. During the 


| past year, 55.3% of corporate net profits was paid out as 


dividends. In 1947, dividends were only 35.7% of profits 
after taxes. 

The same report indicates that ‘‘for all corporations com- 
bined, profits after taxes amounted to $8.3 billion in 1929, 
the first year of the Commerce Department's national in- 
come series. They dropped sharply in the depression years, 
being in the red ink for the years 1931 through 1933. By 
1940 profits had recovered to $6.5 billion. They advanced 
in 1941, but flattened out in World War II when the ex- 
cess profits tax was in force. 


“After the war, partly because of general price inflation, 
profits rose to a peak in 1950. The Korean War brought 
excess profit taxes again and the curve declined consider- 
ably in 1951-52. Not until 1955 and 1956 did corporate 
profits after taxes approach the 1950 record. Meanwhile 
dividends climbed from $4 billion in 1940 to $9.2 billion 
in 1950 and to $12 billion in 1956.” 


Bank Capital Problems 

What factors are important influences on bank stock 
prices? According to a recently published report of the 
National Bureau of Economic Research, “Bank Stock Prices 
and the Bank Capital Problem,” the primary factors deter- 
mining price are dividends, earnings and book value. In- 
terestingly enough, the location of the bank also makes a 
significant difference. 

According to the study, the prices of New York bank 
stocks are governed mainly by book value. For banks out- 
side New York, however, dividends were indicated as the 
most important factor. 

The study (available from NBER headquarters, 261 
Madison Avenue, New York 16, N. Y., $1.00) was under- 
taken by the National Bureau with a grant from the Asso- 
ciation of Reserve City Bankers under the direction of Dr. 
R. J. Saulnier who is now serving as chairman of the Coun- 
cil of Economic Advisors. According to Dr. Saulnier, the 
study ‘‘sheds much new light on a critical economic prob- 
lem in its analysis of factors influencing the availability of 
capital to banking institutions.” 


Controlling “Carry-Overs” 

Corporate controllers and financial officers have watched 
with deep interest during recent weeks the progress of 
H.R. 8002, “one of the most vital and far-reaching econ- 
omy measures ever proposed by the Hoover Commission.” 
The bill is intended to provide greater Congressional con- 
trol over ‘carry-over’ funds, which are estimated to total 
$70 billion, by establishing ‘‘annual accrued expenditure 
budgeting” and thereby place the spending:of federal funds 
on a strict annual basis. 


The Income “Revolution” 

When Karl Marx was developing his theories a century 
ago about the inevitable tendency of wealth to concentrate 
in a capitalistic system, he could not foresee the trends of 
recent years in the United States. 

As a result of a “peaceable revolution,” in the words of 
Neil H. Jacoby, United States delegate to the United Na- 
tions Economic and Social Council, there has been a re- 
markable change in the distribution of wealth in the United 
States during the past few decades. 

In 1929, 95% shared approximately two-thirds of per- 
sonal income; in 1956, 82% of all personal income in the 
United States was shared by 95% of our citizens. Quite a 
revolution, indeed! —PAUL HAASE 
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“‘Whenever my firm wants a quality printing job done, we always call on 
Pandick Press. Their work is always accurate and creates the impression 
we want to make. This is extremely important in our business.” 


22 THAMES ST., NEW YORK 


andick (Press, Inc. | ers 
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of Division Managers 
Joel Dean 


Il. INTRODUCTION 
In introduction we shall touch on (A) the importance, (B) 
} the difficulty and (C) the role of profit centers in measuring ex- 
ecutive performance. 


A. IMPORTANCE 
Measuring executive performance is important in five ways: 


1. It directs top management’s supervision and assistance to 
where it is most needed and where it will be most produc- 
tive. 

2. It shapes the future executive team by indicating whom to 
promote, whom to retain and whom to remove. 

3. It directs the activity of executives toward high scores on 
the aspects of performance on which they are measured 
and judged. 

4. It gives job satisfaction directly by letting the executive 
know how he is doing. 

5. It provides the objective, factual foundation for sound in- 
centive compensation. 


B. DIFFICULTY 

Measuring executive performance in a big company is difficult. 
The performance you want to measure is achievement of the 
company’s goals. Measuring the executive's contribution to this 
achievement is made complex by the fact that the corporation 
usually has several objectives which overlap and in some degree 
conflict: profits, growth, market share, and eternal life. 

Profits should be the corporation’s dominant goal in view of 
its obligation to stockholders and to a free enterprise society, but 
other objectives contribute in diffuse ways to long-run profits 
and thus cannot be ignored in measuring executive performance. 
Hence, the main executive performance you want to measure is 
contribution to the corporation’s profits today and tomorrow. 





JOEL DEAN, president, Joel Dean Associates, Inc., Hastings- 
on-Hudson, N. Y., is an economic and management consultant 
as well as professor of Business Economics in the Graduate 
School of Business, Columbia University. He is a director of 
Amerace and General Precision Equipment Corporation; an as- 
sociate editor of the Journal of Industrial Economics; a former 
member of the Board of Editors of the Journal of Marketing; and 
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Profit Performance Measurement 


a ee Rea 


Diffusion of profit responsibility 
may be overcome by decentralization 


The problem is made more difficult by the fact that facets of 
executive activity are numerous and contribute to profits in com- 
plex ways. There are few profit-determining activities that are 
absolutely good or bad in themselves. To make the most money 
often requires foregoing a high score in one activity in order to 
push another (e.g., high quality product vs. low cost of making 
it). 

To combine performance measures of separate activities re- 
quires proper weights which are hard to determine and change 
continuously. For example, a textile mill manager is scored on 
(1) quality control, (2) cost compared with standards, (3) 
safety, (4) equipment modernity, (5) production volume, (6) 
meeting delivery deadlines. How should these facets of per- 
formance be weighted ? 

Thus, responsibility for profits in a big company is in danger 
of being diffused. This makes measurement hard and cuts eco- 
nomic efficiency of the firm. Decentralization, i.e., setting up 
profit centers, is a promising way to overcome this diffusion of 
profit responsibility. 


C. ROLE OF PROFIT CENTER DECENTRALIZATION 

For measuring performance, executives can be put in two 
groups: (1) Staff specialists, (2) businessmen, i.e., profit center 
(..e., division) managers. 

Complex problems of measuring and weighting executives’ 
contributions to profits are best solved by dividing the corpora- 
tion into semiautonomous profit centers whose management is 
measured by the contributions his center makes to corporation's 
overhead and profits. 

A big, integrated multiple-product company functions best if 
made into a miniature of the competitive free enterprise econ- 
omy. You can do this by dividing firms into independent operat- 
ing units which act like economic entities free to trade outside 
as well as inside the company. 





has served on the Market Planning Council of the American 
Management Association. He is author of many magazine ar- 
ticles and a number of pioneering books on management prob- 
lems. His “Managerial Economics” received the national award 
of the American Marketing Association in 1952 and was chosen 
by Controllership Foundation as one in its series of book digests. 
It is widely used as an executive handbook and university text. 
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Powered with the right incentives, each profit center in maxi- 
mizing its own contribution profits will do what will also maxi- 
mize the profits of the entire company. It works the same way 
that selfish profit-seeking by individual firms in a private enter- 
prise society generates the high productivity and automatic eco- 
- nomic adjustments of a competitive economy. 


Il. REQUIREMENTS FOR 
PROFIT CENTER PERFORMANCE MEASUREMENT 
To make a profit center system achieve these desired results 
of stimulating and measuring executive performance, it is neces- 
sary to: 


A. Mark off profit centers correctly 


B. Establish economically sound intracompany transfer prices 
and business arrangements 

C. Measure the contribution profits of the profit center cor- 
rectly 

D. Determine realistic standards of contribution profit per- 
formance 

E. Establish incentives in the form of executive compensation 


and nonmonetary rewards that will induce profit center 
managers to do what will be best for the corporation as a 
whole. 


A. PROFIT CENTER BOUNDARIES 

The problem of marking off profit center boundaries has two 
aspects: (1) Segregating service functions from profit centers, 
(2) defining the scope of each profit center. 

Service centers comprise staff activities which cannot be satis- 
factorily measured in terms of profit performance. Profit centers 
and service centers shade into one another so that each company’s 
solution needs to be different. The contribution of a service 
center to company profitability may be great but is hard to isolate 
and measure definitively. 

The problem of gearing staff service to profit performance is 
partly solved by pulverizing staff services and distributing among 
profit centers, where the activity must be justified economically. 

Some services could be sold on a profit center basis but insti- 
tutional arrangements would be too complicated and burden- 
some, €.g., engineering. Some services might not be used enough 
or in the right way if made a profit center, e.g., legal department 
or economics department. 





“Everybody at Jim’s office had to work late last night’ 
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A profit center is defined as a semiautonomous group of facili. 


ties and functions chosen so that profit performance can be the 
main guide to evaluation of divisional performance and the main § 
guide by which the division manager makes his critical decisions, F 


Decisions involve economic choices among mutually exclusive! 
courses of action. Each decision requires balancing of various 
kinds of costs and revenues. The company’s interest lies not in 
maximizing a particular kind of revenue or minimizing a par- 
ticular kind of cost in isolation but in maximizing difference be. 
tween all revenues and all costs. Hence the scope for profit per- 
formance measurement should be a major se in marking off 
profit center boundaries. 


The details of divisional boundaries and institutional arrange. § 


ments are important. Failures and frustrations of decentralization 
are often traceable to bad boundaries and rules. Boundary line; 
determine how well a particular profit center functions in the 
corporation’s interests, i.e., minimize conflicts of interest. Good 
boundaries make the profit performance of the division manager 
more meaningful, produce better incentives, supervision and de. | 
velopment guides. 

Four economic tests can be applied in marking off profit cen- 
ters: (1) Operational inieoonae. (2) access to sources and 
markets, (3) separable costs and revenues, and (4) managerial 
intent. 


1. Operational Independence 

Unless a division has a large measure of independence it will 
have inadequate scope to reach decisions on a profit-oriented 
basis and hence delegation will be defeated. The division man- 
ager needs discretion over buying, production, scheduling, in- 
ventories, product-mix and pricing. This discretion should be 
exercised under broad rules of the game established centrally. 


2. Access to Sources and Markets 

Independent access to sources and markets is essential if make- 
or-buy decisions are to be made correctly. It is also essential for 
make-or-sell decisions, i.e., choice between selling a product at 


an early stage of the process or later (e.g., cured vs. uncured§ 


hams). 


Access to outside sources and markets is most useful if outside? 
markets are highly flexible in the long run, i.e., capable of either! 


L 


supplying or absorbing the company’s needs without extreme 
price disturbances. Markets which appear too imperfect in the 
short run frequently are not over a period of months or years, 
e.g., Major components of an PR ly 


3. Separable Costs and Revenues 
Profit centers should be marked off so as to minimize the neces-| 


sity for cost and revenue allocations, since these are necessarily f 


arbitrary and contentious. 


Contribution profits of the division can be defined so as to ex 


clude central and other costs outside the profit center manager’ 


control. But when these controllable profits are too small a pat 


of the total a profit center does no good. 


4, Managerial Intent 


No division’s contribution can be measured solely by its profit / 


but this must be a good measure of performance if the division 
is to be a profit center. 


Top management must be resolved to abide by the behaviorf 
and performance and the impersonal guidance of the price sj f 


tem which this measure of divisional performance implies. 


B. ECONOMIC TRANSFER PRICES 

A second underlying requisite of effective profit center cot 
trols is competitive intracompany transfer prices negotiated i 
arm’s length bargaining by profit center managers. 

Transfer pricing must preserve profit-making autonomy of the 
division manager so that his divisional profit performance wil 


The second problem is to define the scope of each profit center, § 
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Only Friden offers 
this NATURAL WAY to 
add, subtract, and now— 


multiply too ! 


item before it is printed or added 


(Friden Model ABY) @ Rapid multiplication with auto- 
matic step-over of multiplicand 


You’ll see when you touch it— Friden model ABY is far 


advanced over all other machines at or near its price! A 
complete adding-multiplying machine no office can afford e 
to be without. Plainly labeled control keys give direct 
“live” response. Totals and sub-totals obtained instantly 
with no extra strokes. Direct credit balance or minus 
total. Clear signal prints automatically. All negative 


amounts printed in red. Simplified ribbon and paper 
change. Ask your nearby Friden Man to show you Natural 
Way adding soon! Commercial Controls Corporation, Rochester, N. Y., Subsidiary 


brings you an automatic office 
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©Friden Calculating Machine Co., Inc., San Leandro, California—sales, instruction, service throughout U.S. and world. 
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coincide with the interests of the company. Small differences in 
unit price of transfer products make big differences in division 
profits and executive bonuses. 

Conflicts of interests can be held at a minimum by transfers at 
marginal cost, but this prevents meaningful division profit per- 
formance and undercuts the main gains of profit center control. 

Competitive negotiated transfer prices can be obtained by ap- 
plying three simple principles: 

a. Buyers and sellers completely free to deal outside or inside 

the company. 

b. Prices determined by negotiation between buyers and sellers 

with a minimum of arbitration. 

c. Negotiators have access to data on alternative sources and 

markets and have facilities for using the markets. 


C. MEASUREMENT OF PROFIT CONTRIBUTION 

A third requirement is good measurement of the profit con- 
tribution of the division. Performance measurement of profit 
center management must be geared to the multiple and over- 
lapping goals of the corporation. 


Performance Areas 

Key performance areas can be grouped and labeled in various 
ways. One pattern is: 

1. Current Profitability, the dominant measurement, will be 
discussed later. 

2. Growth is usually conceived as sales growth, either abso- 
lutely or relatively to the industry. Frequently it is best measured 
in terms of market share. In whatever way it is measured, growth 
usually requires the development of a market franchise. This is 
generally achieved at the expense of some short-run profits. But 
presumably, it contributes to more distant profits and hence it is 
a part of the picture of the management's profit performance. 

3. Progress has many dimensions. Three important ones are 

a. Investment in ideas. Research is at the expense of short- 
run profits, designed for long-run survival. 

b. Modernity and acceptability of the product. Sometimes 
this, too, causes short-run profit sacrifice. 

c. Productivity. This can be indicated by output per man 
hour and rate-of-return on facilities investments. 

4. Executive Development: investment in people for future 
profits. 

The last three factors, growth, progress and people, though 
measurable in their components, are hard to weight and reconcile 








FRAUD PREVENTION 

Using a ball-point pen for check signatures can be costly. 
In order to have a ball-point function satisfactorily, the 
ball turns in oil and, by using ordinary waxed paper, the 
signature can be lifted directly from any type of paper by 
simply rubbing the waxed paper over the signature with 
any hard material. The oil in the signature dissolves the 
wax and the lifting is a very simple operation. 

If scotch tape is used to cover a signature and then the 
scotch tape is lifted from the paper the name will come 
with it. By the application of heat, the scotch tape can be 
dissolved leaving the carbon and the name thus becomes 
an exact duplicate. 


Moral: Do not use the.same signature for checks that 
you use for letters or other documents. 
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with current profitability. The key question is whether the right 


amount of near profits were sacrificed in attaining these various § 


determinants of distant profits. The answer requires high-level 


judgment and technical familiarity with the kinds of investment ¥ 
in market franchise, in ideas, in facilities, and in people that are F 


entailed. i 
Measurement of the current profitability of a division entails 
three kinds of considerations: 
1. The concept of profits 


2. The form in which that profit concept will be used 
3. The measurement of profits. 


Profit Concepts 
As to the concept of profit there are three choices: 
a. Book net profits 


b. Real net profits 
c. Contribution profits 


Book net profits tie into the stockholder reports, have a surface | 
acceptability and are not very fudgible. But they embroil execu- | 


tives in fruitless debates about allocation of corporate overheads 
over which they have no control and raise moot questions about 
capital consumption costs of plant acquisitions at widely differing 
price levels. 

Real net profits may settle the latter questions (inflation and 
depreciation) but do not settle problems of allocation of over- 
head beyond the division managet’s control. 

Contribution profits have fewer of these drawbacks being con- 
fined to costs and revenues over which the profit center manager 
has control. 


Form of Profits 
As to the form in which any of these three profit concepts may 
be expressed, there are three choices: 

1. As dollar amounts 


2. As percentage of sales 
3. Asa rate-of-return on investment 


All three forms are useful in measuring different aspects of ex- 


ecutive performance. For best results each needs to be compared 


with a suitable bogey. 


1. Contribution profit dollars aid economic decision-making f 
by focussing division management energies on dollars of 


added profit. 


No 


side companies. Standing alone and without a bogey this | 
performance measure is misleading. 
3. Contribution profits as a return on investment provides the 


most important guide to top management in evaluation of 
profit center performance. 


Measurement of Profits 


Technical problems of profit-performance measurement are in B 


practice less formidable than they appear to many newcomers. 


A moderately good approximation to contribution profits can 
be drawn from most accounting systems with few adjustments f 


given correct profit center demarcation and transfer prices. Iso- 


lating the book value of investment used by the division is always 


possible with some rough approximations. 

Determination of the economic value of the book investment 
can be done quite cheaply with a tolerable degree of accuracy, 
once the concept is accepted. Current assets have book values and 
real values generally close enough together. Other assets can be 
adjusted to replacement value or disposal value by sampling and 
index numbers with adequate accuracy. If the concept of ¢co 
nomic investment rather than book investment is unacceptable 





. Contribution profits as a per cent of sales facilitate com- 
parison with past performance and with comparable out- f 
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CUSTODY 





Executives Cut Down Risks 
and Save Time by Using 
Guaranty’s Custody Service 








When you consider the expense, the 
risks, and the executive time involved 
in the physical handling of a company’s 
portfolio, it is not surprising to find 
that more and more corporations are 
turning to the formal Custody Service 
offered by Guaranty Trust Company 
of New York. 

The corporation using this service 
retains ownership and complete con- 
trol of the securities deposited, and the 
important and essential elements of 
protection are provided, yet the sale, 
transfer, exchange, deposit, or other 
activity involving securities can be 
attended to as easily as writing a 
check. 

Charges for the Custody Service are 
moderate and when related to taxable 
income are deductible as an adminis- 
tration expense for tax purposes. Out- 
of-town corporations gain additional 
savings by eliminating the expense of 
sipping securities to and from New 

ork, 


Here are some of the services Guar- 
anty renders as custodian of securities : 


@ CollectsIncome from securities held; 
prepares and Federal in- 
come tax declarations covering inter- 
est and dividends received. 


executes 


@ Collects the Principal of matured and 
called investments. 


© As Agent, Places Orders for the sale 
or purchase of securities as directed, 
delivering and receiving the securi- 
ties. 

© Notifies Customers in advance, when- 
ever possible, of any news concerning 
holdings — stock options, privileges, 
dividends, and other information. 


Corporate executives 
must assume per- 
sonal liability in the 
physical handling 

of a corporation's 
portfolio; they face 
hazards and lose 
valuable time. 
Through use of 
Guaranty's Custody 
Service, however, 
executives can be 
freed of respon- 
sibilities and risks. 
Handling of securities 
can be accomplished 
as easily as 

writing a check. 


Guaranty’s Custody Service puts at 
your disposal a staff of 300 officers and 
employees experienced in handling the 
security portfolios of over 5,000 banks, 
insurance companies, business organ- 
izations, and individuals. 

If you would like to learn more 
about this service and how it can save 
time and money for your firm, write on 
your business letter- 
head for a copy of 
“A Safekeeping 
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We Solved Our Analysis Problem 


Anthony R. Carbone 


HE PRODUCT LINE of Childhood Inter- 

ests consists of approximately 80 indi- 
vidual educational toy items, consumer de- 
mand for any of which is unpredictable 
and dynamic. These toys are sold nation- 
ally and internationally to customers rang- 
ing from the usual retail toy outlet to na- 
tional distributors and wholesalers. Fol- 
lowing the toy industry pattern, sales are 
seasonal with the chart showing tremen- 
dous peaks of volume and very deep lows. 


INFORMATION REQUIRED 

The controller was given the task of 
providing the sales manager with sufficient 
information to enable him to forecast his 
sales by individual items and check on the 
performance of his salesmen in calling on 
individual toy outlets. 

The production manager was to be pro- 
vided with the information that would 
enable Manufacturing to produce and 
stock sufficient inventory to meet the sales 
demands for each individual item. A per- 
petual inventory would provide a check 
against pilferage and misshipment. 

The budget director needed informa- 
tion so the sales trend could be compared 
with the forecasted budget and so cash 
flow changes could be made in time. 

The Accounting Department needed a 
cross-check from the Billing Department 
on the sales invoices as to their accuracy 
and completeness. 


As a consequence, the following reports 
were designed to provide the various de- 
partments with the information they re- 


quired: 


Exhibit C. Part I—Daily analysis of or- 
ders on hand per individual toy. This por- 
tion of the report provided: (1) The daily 
beginning amount of orders on hand per 
individual toy, in units; (2) the orders re- 
ceived during the day per toy, in units; 
(3) the orders shipped out during the day 
per toy, in units; and (4) the balance of 
orders on hand per toy, in units, at the 
end of each day. 


Exhibit C. Part II—Daily analysis of in- 
ventory and shipments. This portion of 
the report provided: (1) The beginning 
packed inventory per toy, in units; (2) 
the packed inventory received from Man- 
ufacturing, per toy, in units; (3) ship- 
ments for the day per toy, in units; and 
(4) the ending packed inventory per in- 
dividual toy, in units. 


Exhibit D—A weekly summary of or- 
ders on hand per individual toy unit, ana- 
lyzed as to the current month’s orders on 
hand and future orders on hand for each 
future month. 


Exhibit F—A camulative weekly analy- 
sis of individual toy shipments, in units, 
by type of customer (discount rate) to ar- 
rive at sales dollar amounts per toy. This 





ANEHONY R. CARBONE has lectured on the management 
of small business and its peculiar problems. This article, 
based upon material used by him when conducting a semi- 
nar at the American Management Association, is reprinted 
with permission from the Todd-Hadley Service Bulletin. 
Mr. Carbone, who holds a B.S. degree from Rutgers School 
of Business Administration and an M.B.A. from the Harvard 
Graduate School of Business Administration, is treasurer, 
general manager and a member of the Board of Directors 
of Childhood Interests, Inc., Roselle Park, New Jersey. 
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Designing new forms and systems 
for better reporting 


is compared with the budget figures for | 


each toy for the month. 


Exhibit G—A cumulative weekly analy- 
sis of dollar sales, by salesmen, by type of 
account (discount rate). 


Exhibit H—A cumulative weekly anal- 
ysis of individual toy unit sales, by sales- 
men. 


Exhibit I—A perpetual analysis of ship- 
ments of individual toys by individual cus- 
tomers. 


FORMER METHOD 

Formerly this information was obtained 
by the laborious method of posting from 
each customer order and shipping invoice 
the number of items of a particular toy 
onto a columnar work sheet. This anti- 
quated method of analysis failed com- 
pletely when the volume of sales increased, 
so it was discarded, leaving the depart- 
ment managers to get along as best they 


could without the much-needed statistical | 


information. 


ALTERNATIVES INVESTIGATED 


The budget allocation, to obtain this 


statistical information, was rather modest, 


but, while it limited our action, it did not | 


curtail our investigation of the possible al- 
ternatives. 

The Present Method—Columnar Spread 
Sheet. This was discarded immediately be- 
cause it had failed in the past. The only 
advantages it had were that it was simple 
and required very little capital outlay for 
equipment. 

The Multiple Posting Machine. A 60- 
total analysis machine was examined. This 
machine could analyze each invoice of 
order; it was simply a combination of 60 
adding machines. One clerk could handle 
the complete analysis job with this ma 
chine. It was fairly simple to operate and 
would not require the hiring of a skilled 
operator. 

The disadvantages were: (1) The ma 
chine would require an initial capital out: 
lay of approximately $8,000.00; (2) the 
machine was limited to 60 totals so that 


additional items would require the invoice } 
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to be processed again to obtain the com- 

plete analysis; and (3) it did not accom- 
plish the required analysis per individual 
customer. 

Posting on Bookkeeping Machine. The 
individual items and other statistical in- 
formation would be posted by machine 
from the customer orders and sales in- 
voices to statistical ledger cards. The totals 
of the ledger cards would then be used to 
provide the information for the required 
statistical reports. 

This method had two advantages: (1) 
It would eliminate the human error in tab- 
ulating, and (2) it would mechanize and 
increase the production over the present 
hand-posting method. 

Its disadvantages were: (1) It would 
tie up a $5,000.00 accounting machine; 
(2) it would require a skilled operator ; 
(3) it would not provide, at a reasonable 
cost, the individual toy analysis per cus- 
tomer; and (4) it was limited to the ca- 
pacity of the bookkeeping machine; at 
times of peak volume it would mean a de- 
lay in gathering the information. 

Billig Machine. The analysis informa- 
tion would be created at the time of bill- 
ing by the billing machine simultaneously 
typing the invoice and punching a card 
or tape. The card or tape would later be 
processed to provide the shipping analysis 
information. This method would give the 
advantage of creating the shipping analy- 
sis and also the analysis per customer 
while doing the regular chore of billing. 

The disadvantages were: (1) The or- 
der analysis would not be done; (2) the 
cost of adding the card or tape punch to 
the billing machine was high; (3) the 
slowing down of the billing operation 
would prove damaging in the peak ship- 
ping periods; and (4) there would be 
considerable time-lag in converting the 
shipping analysis information into daily 
teports. This would be so because the 
catds, or tape, would have to be processed 
at a service bureau which would only 
handle the information on a monthly 
basis. The cost to provide the sorters and 
tabulators in our own office would be pro- 
hibitive. 

Electronic Data Cards. This system was 
found to be ideal. It could provide all 
analyses quickly and accurately. With the 
equipment in the office there would be no 
time-lag. The system could handle any 
peak load and would be versatile enough 
to provide other analyses if needed. 

The disadvantages were: (1) The cost 
of the equipment was very high; (2) 
skilled labor would be required, with its 
attendant increase in office costs; (3) it 
would be expensive to convert from our 
present system to the punched card sys- 
tem; and (4) there would be a high cost 
to absorb for the idle time of the equip- 

ment and specialized labor during our 
low-volume periods. 

An Alternative was searched for as a 
Substitute for this electronic system and, 
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filed, by 


product, in a tub file 
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EXHIBIT B 


House Worksheet—This form is made up from the customer’s order. It is from the information shown here 
that cards are pulled from the tub file 
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ORDER DATE ORDERED BY 


CUST. NO | DEPT. NO. e 





THE TOY SHOP 





265 MAIN STREET 





ILLINOIS 


GARDENA, 





DESCRIPTION 


after much deliberation, we settled on 
marginally punched cards (Operation Ice 
Pick). This UniSort system was worked 
out to duplicate the ideal method (elec- 
tronic data cards). 

It appealed to us budgetwise because it 
would cost less than $300.00 to install. In 
addition, ordinary clerks could be trained 
in an hour to perform the work. One girl 
could operate the complete system and, 
when peak periods of volume occurred, 
another girl in the office could be requisi- 
tioned to help out. 

The cost of the cards was less than one- 
half cent per operation, because one card 
was used for all the different analyses. 
Furthermore, the number of product items 
which could be analyzed could be ex- 
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THE TOY SHOP 





265 MAIN STREET 





GARDENA, ILLINOIS 





panded from the present 80 items to 999 
items at no additional cost. 

If and when the company grew to the 
point where the volume warranted a full- 
scale electronic installation, the conversion 
from the manually punched cards to the 
electronically punched cards would be a 
much simpler operation since the princi- 
ples of the systems are the same. 

The system was flexible enough to pro- 
vide for any changes and additional analy- 
ses could easily be added to the cards and 
used. Each UniSort card is preaddresso- 
graphed and prenotched for the name of 
the item, its code number and list price 
(see Exhibit A). These cards are then 
filed in a tub file in the Order Analysis 
Section. 

(Continued on page 430) 
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Part I—The four columns on the right provide the daily analysis of orders on hand per individual toy. Part II—The four columns on the left provide the daily 
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EXHIBIT C 


analysis of inventory and shipments 


ANALYSIS OF ORDERS ON “~® AND INVENTORY IN DOZENS 


CHILDHOOD INTERESTS, INC 


|CODE| TOY 
NO. NO. NAME OF TOY 
3 CRADLE GYM 
3B CRADLE GYM (PASTEL) 
6 CREEPER’S BALL 
9 | PONY TRAIN 
RM Chi cde 
12 | PUSH-A-WAY 
Bo) ol 
30 COLOR XYLO 
$-30 | COLOR XYLO DELUXE 
100 POUND-A-WAY 


200 MY PLAY PONY 





EXHIBIT D 


@ .- 


6 2 5 3 


NET PREVIOUS 
BALANCE ORDERS ORDERS 


OF ORDERS TODAY SHIPMENTS ON HAND 





Weekly Summary of Orders on Hand—This report is an analysis of the orders on hand by month of shipment 


ORDERS 


NAME OF TOY 
CRADLE GYM 
CRADLE GYM (PASTEL) 
CREEPER’S BALL 


PONY TRAIN 
| PUSH-A-WAY 
30 | COLOR XYLO 





S$-30 
100 
200 MY PLAY PONY 


ABY'S 





ORDER ANALYSIS 

When a customer’s order is received, a 
House Worksheet (see Exhibit B) is 
made up and a copy given to the order 
analysis clerk. The clerk then pulls from 
the tub file a card for each item on the 
Worksheet. The number of dozen is re- 
corded in the block designated ORDERED. 

When all the cards for the items on that 
Worksheet have been pulled, they are 
gang-notched (all cards notched simul- 
taneously) for the shipping month. 

At the end of the day all the day’s cards 
are needle-sorted by shipping month. 
They are then sorted by toy item and the 
total for each item recorded in column 2 
on Exhibit C. The cards are then filed in 
the various sections of the tub file. If for 
current shipment, they are filed in the sec- 
tion marked CURRENT in the tub. If for 
shipment in future months, they are filed 


DOZENS 


10 
OCT. 


ON HAND IN 


6 
TOTAL 


26 26 

510 4.80 
52 52 
12 


in the proper section for the month of 
shipment. 


ORDERS ON HAND 

Using Exhibit C, we arrive at the orders 
on hand in the following steps: (1) The 
previous total to date of orders on hand 
(column 3) is added to the present day’s 
total (column 2); the shipments figures 
(column 5) are subtracted from this total, 
giving us the total orders on hand (col- 
umn 6) at the end of the day. 

To analyze the shipping dates for these 
orders on hand, we remove the future 
months’ cards, a month at a time, needle- 
sort by items, tabulate, and record the 
total in the proper column 9 on Exhibit 
D. The totals of these future shipments 
are subtracted from the total orders on 
hand (column 6) to arrive at the orders 
on hand for the current month (column 
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NOV. 


DATE October 5, 1956 p.m. 





DEC. 





10—Exhibit D). We have thus obtained 
our total orders on hand for shipments 
and once a week we now have a break- 
down of when these orders are to be 


shipped. 


INVENTORY CONTROL 

The analysis clerk receives, from the 
Billing Department, a copy of every cus: 
tomer sales invoice (Exhibit E). The clerk 
then pulls, from the current-orders-on- 
hand tub file, a card for every item on the 
invoice. The clerk records the quantity 
shipped on the card in the block desig: 
nated SHIPMENTS. All cards for this pat- 
ticular invoice are then gang-notched for 
discount rate and for salesmen. 

At the end of the day the cards are 
needle-sorted and tabulated for individual 
toy items. The quantities are then te 
corded in the shipments section (column 
14) of Exhibit C. Figures for PRODUC 
TION (column 16) are recorded from the 
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EXHIBIT E 


Invoice—A copy of the invoice goes to the analysis clerk who pullls a card from the current orders tub file for each item, enters the quantity shipped, salesman, 
and discount rate. All cards for this invoice are then gang-notched for salesman and discount rate 
























































e INVOICE 01770 e 
e CHILDHOOD INTERESTS, INC. No. ° 
180 WESTFIELD AVENUE, WEST 
ROSELLE PARK, N. J. 

% ORDER DATE CUSTOMER NO. DEPARTMENT NO. F.O.B. CODE SALESMAN * 

ROSELLE PARK, N. J. JONES 
* « 
DATE 9/4, 4 
# . THE TOY SHOP . THE TOY SHOP & 
SOLD SHIP 
° TO . 265 MAIN STREET ww .« 265 MAIN STREET e 
- GARDENA, ILLINOIS ° GARDENA, ILLINOIS 
i. al 
e TERMS: 2% 10 Days, Net 30 - No Anticipation Allowed ™ & 
io DESCRIPTION ore: | Onpensn. | ooo, | SHIPPAD | omece TOTAL 
@ « 3 | CRADLE GYM |_DOZ. z $24.00 oa 
6 | CREEPER'S BAL | DOZ. 12.00 
EXHIBIT F 


This report analyzes individual toy shipment by type of customer (discount rate) and compares actual dollar sales amounts with budgeted amounts 


CHILDHOOD INTERESTS, INC. 





















































TOY SHIPMENTS 6/1 to 6/8 INC. 
JUNE 
Budget for Month Shipments for Period | 45% 50-5% 50 - 10% 
KO ITEM UNITS DOLLARS QUANTITY DOLLARS | RETAIL | JOBBERS DISTRIBUTORS 
100 | POUND-A-WAY 13,000 16,510 594 720.00 272.25 42.75 405.00 
200 | MY PLAY PONY 900 1,395 18 27.00 9.90 17.10 
PP 
201 | BABY'S TRUMPER | 2,000 810 
201 | BABY'S TRUMPER | 9.000 4,680 174 85.80 36.30 17.10 32.40 


Manufacturing Report (not illustrated). 
ENDING INVENTORY (column 17) is ob- 
tained by adding PRODUCTION to PREVI- 
OUS INVENTORY less SHIPMENTS. 

Exhibit C has now been completed and 
photo copies are sent to the Manufactur- 
ing, Sales, and Budget Departments. The 
cards used in producing Exhibit C are kept 
for the weekly analysis. 


CUSTOMER-TYPE ANALYSIS 


On each Monday, the previous week’s 
cards are sorted by toy item and by dis- 
count rate to arrive at a dollar sales vol- 
ume per type of customer. Each type of 
customer, retailer, jobber, distributor has 
a separate discount rate. By applying this 
tate to our list price, it is a simple matter 
to compute the dollar yield per toy item 


for the company. This information is re- 
corded on Exhibit F. 


SALESMEN’S DOLLAR REPORT 

To check this amount, the Salesmen’s 
Dollar Report, Exhibit G, is obtained 
simply by using the invoices. The invoices 
are segregated by salesmen and then sep- 
arated by discount rate (type of account) 
to arrive at their report. The total volume 
of dollar sales is checked with Exhibit F 
—the analysis of the individual toy sales. 
Since these invoices are used by the Ac- 
counting Department, we know that our 
total invoiced sales should equal the total 
computed from the UniSort cards. 


THE CONTROLLER.............. 


These same cards are needle-sorted to 
obtain sales by unit, by individual toy, by 
individual salesman (Exhibit H ). This in- 
formation gives the sales manager each in- 
dividual salesman’s performance by toy 
items. After these shipment cards have 
served their purpose they are sent to the 
Sales Department where they are filed in 
a file tub. 


CUSTOMER SALES ANALYSIS 

The Sales Department receives a copy 
of the customer's sales invoice (Exhibit 
E). A card is pulled for each item on the 
invoice and, in the block designated SALEs, 
the number of dozen is recorded. These 
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cards are then filed immediately in a cus- 
tomer’s file jacket (Exhibit 1). Once a 
month, or sooner, the individual cus- 
tomer’s cards are needle-sorted, tabulated, 
and the number of dozen of each item 
shipped recorded on the face of the jacket, 
The cards are then placed in a permanent 
file for future reference. 


CONCLUSION 

The Statistical Department has now ful- 
filled its function in our scheme of organi- 
zation. It has provided the Accounting 
Department with its check against the 
Billing Department as to extensions and 
totals. It has provided the budget director 
with a comparative performance of sales 
against budget. It has provided Manufac- 


EXHIBIT G 


A cumulative weekly analysis of dollar sales by salesmen and by type of account 


TOY SHIPMENTS FROM 6/16 70 6/22 INCL. 





EXHIBIT H 


A cumulative weekly analysis of individual toy unit sales by salesmen easily produced by a direct sort of the UniSort cards 


4 TONE TOM-TOM 100 
XYLO GRAND 400 
~RIGHT-TIME ELVTR.| 300 
CRADLE CHIMES 4,000 
PLAY FEN WHIRL 5,000 


FILL 'N DUMP 
20 


CHILDHOOD INTERESTS, INC. 





TOY SHIPMENTS FROM 6/1 to 6/8 INC. 





EXHIBIT | 





A perpetual analysis of shipments of individual toys by individual customers 


DOAKS DEPT. STORE 
MICHIGAN 


LOCAT Ts < THIRD 
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acct. 





turing with a perpetual inventory to com- 
pare with orders on hand. It has provided 
the Sales Department with a running per- 
formance of sales of individual toy items 
in dollars, by type of customer, and in 
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units; it has provided a check on each 
salesman’s dollar and individual toy unit 
sales and has provided the information as 
to what items each individual customer is 


buying. 
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All in all, we have applied a statistical 
technique enjoyed by ‘big business’ with 
out the tremendous big business costs. If, 
in the future, an electronic data processing 
set-up is required to handle the increased 
volume, psychologically and mechanically 
the Statistical Department can make the 
switch easily with a minimum of effort. 
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Now...changing a ribbon is so clean and 
easy you can do it with white gloves on. 






New Royal Twin-Pak ribbon 
comes rolled in two cases. 
Nothing to wind! Nothing to thread! 


a 


ROYAL announces a brilliant new typewriter! 


Exclusive features include Twin-Pak, the clean and easy ribbon changer 


a swgppps 30m 


that takes the dirty work out of office typing 


Never before has a standard office type- 
writer offered you such brilliant typing 
speed and letter-perfect results. 


New Twin-Pak makes ribbon chang- 
ing so easy, you’re assured of always 
getting a sharp, clean impression. Hap- 
pier secretary, too. 

And Royal’s new “brilliant action”’ 
keeps her fingers flying relaxed all day 
long... because the touch is a good deal 
lighter . . . tailored to each finger. 


Fact is, just about everything goes 





faster, quieter and a good deal easier 
with this brilliant new Royal. 


And those fashion-styled Royal-tone 
colors help to brighten up your office, 
cut down on tiring eye-glare. Your 
choice of Cameo Pink, Sea Blue, Willow 
Green, Sandstone or Pearl Gray. 


INTERESTED ? 
Discover how this brilliant new Royal 
will improve your typing production. 
And a girl’s morale. Call your Royal 
Representative for a free office trial. 


Product of Royal McBee Corporation, world’s largest manufacturer of typewriters 


It’s a snap! Lift out the old Twin-Pak... 
drop in the new. No more smudgy fingers! 











standard typewriter 












Notes on Controllership and 
the XIth International Congress 


of Scientific Management 


Paul B. Mulligan 


HE TRIENNIAL CONGRESSES of the In- 

ternational Committee for Scientific 
Management (CIOS) provide extensive 
material for the thoughtful controller 
mindful of his responsibilities to the econ- 
omy. The first of these meetings was held 
in 1924 at Prague to advance the adop- 
tion of scientific management concepts in 
the industries and governments of the 
world. The Committee is composed of the 
national management organizations of 27 
free countries—including our Council for 
International Progress in Management, 
which is the official representative of lead- 
ing American industrial firms, consultants, 
and management associations. 

It is the practice for authorities from 
each nation to submit papers on various 
pertinent management subjects well prior 
to the meetings, and for these to be re- 
viewed by a “rapporteur” for each general 
category. Thus, presuming that the dele- 
gates have read either the papers or their 
summarizations prior to the actual ses- 
sions, it becomes possible for the rappor- 
teur to conduct a relatively free discus- 
sion of the material with a group of pan- 
elists in the presence of the delegates. In 
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@ BELOW. FORMAL SESSION 


the case of the XIth International Con- 
gress of Scientific Management, which was 
held in Paris from the 24th through the 
28th of June 1957, there were 104 na- 
tional reports submitted, and these were 
treated under the following 11 groupings: 


1. The dissemination of top-manage- 

ment principles and techniques. 

. The problems of maintaining contin- 

uous and full employment. 

3. Operations research. 

4. Effects of work simplification and 
standardization in improving produc- 
tivity and the means of measuring 
productivity. 

5. The development of automation in 
industry. 

6. The role of market research in assess- 
ing trends in business, industry, and 
the national economy. 

7. The exchange of essential informa- 
tion between trade associations, busi- 
ness firms, and government depart- 
ments and what can be expected of 
such information. 

8. Public administration—the develop- 
ment of work and public relations. 

9. The dissemination of information on 


No 
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@ ABOVE. RECEPTION OF DELEGATES TO THE XITH CONGRESS, PARIS, FRANCE 


"Studio 16” 






management techniques in agriculture 
and the results obtained. 

10. Forms of cooperation in the distribu- 
tion of goods from producer to con- 
sumer. 

11. Scientific management in the hotel in- 
dustry, nursing homes, and hospitals. 


This brief report will not endeavor to 
discuss specific management techniques 
presented at the Congress. Rather, it will 
seek to clarify the various strivings for se- 
curity and the preservation of human dig- 
nity, which were evident in the atmos- 
phere of the meetings and the private dis- 
cussions. Professor H. F. Schwenkhagen 
(Western Germany) concluded his pres- 
entation by anticipating a responsible 
management profession “leading human 
society into a prosperous and happy fu- 
ture always knowing that their main task 
is leadership.” 


SHIPBOARD CONFERENCES 
OF THE AMERICAN DELEGATION 
A majority of the American delegates 
sailed from New York on June 15 antici- 
pating the following shipboard sessions: 
1. International Economy and the Ameti- 
can Manager. 
2. Operations Research (Two Sessions). 
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3, The Management of Innovation. 

4. The New Structure and Characteristics 
of the Work Force in America. 

5, Managing as a Science and Profession. 


It was curious to observe at the outset a 
spontaneous and sincere concern over hu- 
man dignity. It is usual for such views to 
possess something of a “Sunday school” 
aspect that was never evident in the dis- 
cussions. The conferees were mature per- 
sons conscious of the needs of sound busi- 
ness and good human relations. Comment- 
ing on misunderstood Americans, Mary 
Cushing Niles (U.S. Civil Service Com- 
mission) ‘stated in the light of her work 
in India that we are thought to lack spirit 
ual values ‘because we have been so busy 
fashioning a new continent for man’s 
use.” Actually, she believed that this task 
could not have been accomplished without 
the development of the art of ‘working 
together” among our people, which cer- 
tainly possesses spiritual content. More 
specifically, Professor Charles Myers 
(Massachusetts Institute of Technology) 
stated the opinion that American progress 
is based on the organization of people for 
work, and not upon the development of 
techniques primarily. Looking to the fu- 
ture, Peter Drucker stressed the need for 
teaching the art of leadership through free 
acceptance and cooperation, since dicta- 
torial organization has existed for cen- 
turies with its more extreme abuses fre- 
quently ravaging society. : 

These views prevailed in a varied form 
throughout the discussions of Operations 
Research, which seemed to constitute a 
general reaction to the rather extreme 
claims made in the past by technicians. 
The comments seemed to involve two 
major objections—(1) the supposedly im- 
plied belief that the mathematician could 
replace the manager, and (2) the impli- 
cation that human behavior could be pre- 
dicted and controlled. The consensus was 
that Operations Research was another tool 
for the manager’s use, and the belief pre- 
vailed that a competent member of man- 
agement should be able to utilize all such 
techniques without the surrender of his 
prerogatives. Allen H. Ottman (president, 
Rochester Manufacturing Company) be- 
lieved that sound controllership involved 
a knowledge and use of industrial engi- 
neering concepts. 

In considering Operations Research, 
Ervin Pietz (president, Barry Controls, 
Inc.) suggested a five-step viewpoint for 
management : 


1. Determine the scope and character of 
the business situation. 

. Determine the nature of the problem 
within that situation—if any. 

3. Determine the alternative solutions to 
the problem. 

4. Determine the best single solution. 

5. Put into effect the best single solution. 


hr 


Mr. Pietz’s contention was that Opera- 
tions Research was concerned definitely 





only with Steps 3 and 4, and with Steps 1 
and 2 only at the option of management 
in particular circumstances. This approach 
was thought by Mr. Pietz to preserve the 
proper relationship between manager and 
technician—and to insure the constructive 
use of mathematics within society’s frame- 
work. 

Discussion of “The Management of In- 
novation” brought forth a further consid- 
eration of human freedom and develop- 
ment when Jess E. Hall (president, 
Weatherford Oil Tool Co.) defined in- 
novation as creativity, which is to say the 
application of ingenuity to organization, 
production, marketing, and all the activi- 
ties of the business complex. Specific in- 
teresting examples were presented by Mr. 
Ottman and by Hugh J. Phillips, Jr. 
(United States Steel Corporation), and 
the general views developed the peculiarly 
American aspect of this subject. Carl C. 
Austin (marketing consultant) mentioned 
our practice of “planned obsolesence”’ 
which maintained an active economy with 
an improved product. 


SESSIONS OF THE CONGRESS 

No one person could hope to attend all 
the sessions of the Congress because many 
were held concurrently. Since specific pa- 
pers can undoubtedly be secured through 
the Council for International Progress in 
Management (350 Madison Avenue, New 
York 17, N. Y.), it is more pertinent to 
consider the atmosphere of the meetings. 
The French hosts extended the complete 
hospitality of Paris, its famed institutions, 
and its tasteful culture. All served to cre- 
ate a background in which consideration 
of management’s responsibility for the 
economic well-being of mankind came 
quickly to the fore. 

A working session of the first morning 
was devoted to the question of maintain- 
ing continuous and full employment, and 
that contrasting attitudes emphasized the 
wide divergence in national viewpoints. 
Peter Drucker (United States) had sub- 
mitted an excellent paper presenting the 
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American approach through free negotia- 
tion between industry and individual labor 
unions. Some guarantee of income is pro- 
vided by our separate state and industrial 
insurance plans, and we have avoided the 
social legislation and government super- 
vision found in Italy, Great Britain, and 
other countries. Mr. Drucker viewed the 
maintenance of employment as a manage- 
ment problem that is approached with 
suitable planning in our country, but 
which is greatly facilitated—even in times 
of economic recession—by our characteris- 
tic growth and the mobility of individuals 
seeking advancement. 

It was somewhat unfortunate that the 
rapporteur on this subject, Professor Fred 
L. Polak (Netherlands), saw fit to sweep 
aside all the nine contributory thoughts 
on this subject, and even to depart from 
his own printed paper which anticipated 
vast technological unemployment result- 
ing from automation. With questionable 
interpretations of American experience, 
Professor Polak urged government control 
of automation in order to insure reason- 
ably fixed employment and a sound econ- 
omy in Europe. He stated that, “We are 
faced with the rather paradoxical situation 
that a structural approach of the Russian 
type of planned economy might become 
inevitable in this partial respect, precisely 
in order to escape the increasing pressure 
of competition by Russia in the military as 
well as in the economic field.” 

The writer has found automation to be 
a misunderstood and controversial subject 
in Europe; however, the above extremism 
was unexpected. It was rejected by dele- 
gates accustomed to free enterprise—par- 
ticularly those from the United States 
which has experienced the following in- 
creases of employment! during the last 
ten years, despite technological: advances, 

(Continued on page 452) 

*Data provided on shipboard by Professor 
Charles Myers of the Massachusetts Institute of 
Technology. It is curious to observe that the 
greatest increases (with the exception of Con- 
tracting and Construction) occurred in those 
industries representing the need for clerical 
cost control. 





PAUL B. MULLIGAN, president of Paul B. Mulligan & 
Company, New York, was formerly chief industrial engineer 
of Montgomery Ward and Company, and later of the Glenn 
L. Martin Company, until he joined the United States Steel 
Corporation in the vice president-comptroller’s organiza- 
tion. He is a member of the American Institute of In- 
dustrial Engineers, the American Society of Mechanical 
Engineers, and the Council for International Progress in 
Management. His present consulting firm is well known for 
its pioneering in office work measurement and control. 
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Paul A. Walgren 


NE OF THE major problems of cleri- 
O cal processing at our university is 
student registration. The problem in- 
volves the preparation of approximately 
100,000 class cards a semester. 

Each class card must contain the fol- 
lowing information: (1) student’s 
name; (2) student’s permanent identi- 
fication number; (3) receipt number of 
fee bill issued student when he paid his 
tuition and fees; (4) class number; (5) 
course number; (6) course title; (7) 
unit or credit hour value of class; (8) 
amount of tuition charged for class; and 
(9) total number of units included in 
student’s registration. 

During the first year of the operation 
of our mechanical equipment, the class 
cards were produced by hand-punching 
part of the information from the stu- 
dent’s official program and by repro- 
ducing part of the information from 
the student’s statistical card and from 
master class cards. 

This put a tremendous load on our 
key-punch section. In addition to key- 
punching information we verified the 
key punching. In effect, therefore, our 
key-punching section had to punch the 
equivalent of 200,000 class cards a se- 
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The Mechanics of 
Registering Students 


mester, or approximately one-half million 
cards a year, including summer sessions. 
The load on the key-punch section was 
magnified because of the fact that the 
cards had to be prepared within a short 
period of time. Obviously our problem 
was to reduce or to eliminate the key- 
punch time at registration. 

To accomplish this with punched 
card equipment, it is necessary that each 
class card contain a reference to the 
student’s original fee bill or receipt and 
information to classify the student as 
full-time or part-time. This is done 
through the fee bill number and 
through the total number of units in- 
cluded in the student’s registration. 

The common denominator for all 
documents related to a student’s regis- 
tration for a given semester is the num- 
ber printed on his fee bill. 

Basically the plan involves the use of 
prepunched cards and the utilization of 
the mark sensing device on our docu- 
ment-originating machine. The pre- 
punched cards include class cards, the 
student’s permit to register card, and a 
fee bill number card. 

A master class card is punched for 
each class to be offered by the univer- 


PAUL A. WALGREN graduated from the University of 
Oregon with a B.B.A. degree in 1931. He spent 17 years in 
accounting and related administrative work with the Ore- 
gon State System of Higher Education and Oregon State 
College. For the past nine years he has been controller 
of the University of Southern California. He is a mem- 
ber of Controllers Institute of America and is a past 
president of the Western Association of College and Uni- 
versity Business Officers. This article is reprinted from 
the February 1957 issue of College and University Business. 
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Prepunched cards and mark sensing 
reduce registration costs at USC 


sity. This card contains all the informa. 
tion related to the class, including the 
number of students that can be accom. 
modated in the class. We then run the 
master class cards through the collator 
and, using the card-counting device, we 
produce a deck of cards containing a 
master class card followed by the te. 
quired number of blank class cards fol- 
lowed by the next master class card and 
sO on. 

We then process the cards through 
the document-originating machine to 
reproduce the required information 
from each master class card into the 
following blank cards. At the same 
time we prepare a re-order card for 
each class. We end-print the class num- 
ber and unit value of the class for ready 
identification. The class cards are then 
put into specially designed bins and 
sent to the registration area. They con- 
tain all the required information ex- 
cept the student’s name, the student's 
permanent alphabetic identification 
number, the student’s fee bill number, 
the total number of units covered by 
the student’s registration, and_ the 
amount of tuition due for the class. 

Each student admitted to the univer- 
sity is assigned a permanent alphabeti- 
cal identification number and is given 
a permit to register card. The permit to 
register was designed and printed on a 
punched card. The card is punched to 
contain the student’s name and identif- 
cation number. 

Our fee bills are prenumbered from 
1 to 99,999. We designed a punched 
card as a fee bill number card. At the 
time of printing, the serial number of 
each card was printed on and punched 
into the card. An area was also printed 
on each card for mark-sensing the total 
number of units of instruction covered 
by the student’s registration. 

We now have all the basic cards nec- 
essary to record each student's registta- 
tion. 

(Continued on page 450) 
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How to Get the Best 
Junior Accounting Personnel 


Charles L. Savage 


_— ACCOUNTING DEPARTMENT shares 
with other divisions of the organization 
the problem of obtaining qualified junior 
personnel. Any suggestions on how to im- 
prove the quality of the beginners who 
seek accounting employment should be of 
interest to many concerns. A really com- 
prehensive discussion of the method of 
attracting those students, who by benefit 
of training and personality give promise 
of success in accounting, should consider 
at least two aspects of the problem. These 
would be: 


1. How to attract properly qualified per- 
sonnel to private accounting. 

2. How to best train those students who 
plan to enter private accounting. 


This article will discuss the first aspect 
only and indicate how the private account- 
ing internship—the working of account- 
ing students in industry as part of their 
college course—can be the means of at- 
tracting the superior graduates ; the second 
aspect of the problem might well cover the 
whole field of education for the account- 
ing profession and include a discussion as 
to whether there should be a differentiated 
curriculum for the prospective industrial 
accountant as opposed to the practitioner. 


This is a rather controversial subject and 
the issue is often confused by the fact that 
a large number of graduates enter public 
accounting initially and later transfer into 
private accounting work. Therefore, this 
article will assume adequate training and 
concern itself with a suggested method of 
getting the right man. 


THE CURRENT VIEW 

The private accounting internship can 
be one method of inducing the outstand- 
ing accounting graduates to take immedi- 
ate employment in industry. The fact that 
there is a real need to make an effort to 
attract these graduates has only become 
apparent in recent years. The greatly in- 
creased starting salaries offered to begin- 
ning junior accountants by the large ac- 
counting firms, together with the extensive 
recruitment campaigns sponsored by the 
American Institute of Certified Public Ac- 
countants and the various State Societies 
has resulted in most graduates gravitating 
toward the public field. 

In addition to these forces drawing stu- 
dents to public accounting, many indus- 
trial firms believe that the orientation of 
nearly all collegiate accounting programs 
is towards public accounting. These firms 
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How a private accounting 
internship program can 
attract superior graduates 


are sure that the student is given the im- 
pression by his instructors that a job in 
the accounting department of a business 
represents the second choice. Indeed, 
some concerns think that the colleges en- 
courage the best students to enter public 
accounting and allow the poorer ones to 
drop by default into various accounting 
departments. 

Although this point of view appears to 
be widely held, it definitely is not in con- 
formity with the facts. Like many general- 
izations, it is based on insufficient evi- 
dence and the colleges are fully aware of 
their responsibility to present the oppor- 
tunities in the entire field of accounting— 
both public and private. Nevertheless, be- 
cause most accounting instructors are 
drawn from the ranks of the professional 
practitioners, there is a natural tendency 
to give more color and life to the areas 
with which they are familiar, and the pri- 
vate field is given less dramatic presenta- 
tion. 

Furthermore, the public accounting 
firms have for years cooperated with the 
colleges in operating accounting intern- 
ships for senior students. There are many 
such cooperative programs in operation 
throughout the country and these offer yet 
another opportunity for attracting students 
to the public field. Adelphi College has 
had such an internship for about seven 
years. It has proved most successful, bene- 
fiting all three of the parties involved— 
the students, the firms, and the college— 
and they certainly plan to continue it. 


A LOOK INTO PRIVATE ACCOUNTING 

To counteract this swing to the public 
field, various attempts have been made by 
the professional organizations in the fields 
of private accounting, such as Controllers 
Institute of America and the National As- 
sociation of Cost Accountants, to publi- 
cize the job opportunities. They have pub- 
lished booklets describing the careets 
available and individual members have 
seized every occasion to speak to college 
and high school students. Finally, these 
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organizations have urged their members 
to participate in internships as a means of 
stimulating students to enter directly into 
private accounting. Because student in- 
terns work for a limited time in the ac- 
counting departments of various firms be- 
fore graduation, each firm has an oppor- 
tunity not only to know the student but 
also to persuade him that there is a prom- 
ising career for him with the particular 
firm. 

Controllers Institute has taken a special 
interest in this type of training, and has 
prepared a booklet entitled Colle ge-Indus- 
iry Cooperative Training outlining the 
problems involved in organizing an in- 
ternship program and suggesting methods 
of procedure. After setting forth the dif- 
ferent patterns for integrating the work 
experience with the academic program— 
summer, quarter, or semester—this book- 
let sets forth a carefully prepared state- 
ment of the obligations of the employers, 
the college and the students. Certain of 
the comments on these points contained 
in this article are based on this publication. 

Programs of this type have been suc- 
cessful for many years in certain parts of 
the country, but, so far as can be deter- 
mined, few have been established in the 
East and none are operating in the en- 
virons of New York City. Three years 
ago, Adelphi College established an in- 
ternship in private accounting. Since it 
was on the semester basis and had a pub- 
lic accounting internship in its senior 
year, it seemed best to use the summer pe- 
riod between the junior and senior year, 
one of the periods suggested in the CIA 
booklet. 


ESTABLISHING AN INTERNSHIP 
PROGRAM 

In connection with establishing this in- 
ternship program the college recognized 
that it had certain responsibilities. It 
would select only students who by reason 
of academic qualification, experience and 
personality characteristics gave promise of 
being successful employes. To increase 
student interest it would emphasize that 
participation in internship program is a 
privilege that must be earned by each par- 
ticipant. As far as possible, the college 
would match the available students with 
the job specifications indicated by the par- 
ticipating companies. Finally, before send- 
ing the interns out on the jobs, the college 
would make every effort to orient them to 
business practices—appearance, punctual- 
ity, how to take orders, etc.—and their re- 
sponsibilities as representatives of the col- 
lege. 

As the first step in establishing the pro- 
gram, a letter describing it was sent to 
about 50 of the larger firms in the metro- 
politan area. In this letter the nature of 
the program was explained and the com- 
panies were specifically asked whether they 
would be interested in participating to the 
extent of employing one or more account- 





ing students on an internship basis. The 
general period of employment suggested 
was between June and September. The 
specific dates would be determined by the 
individual needs of the employer. A high 
percentage of replies to this letter were 
received and many firms indicated their 
approval of the basic idea. Some firms 
felt the letter should have reached them 
earlier, and perhaps because of this fact 
none of these companies found it prac- 
ticable to participate in the program. 

In addition to the companies reached by 
letter, individual approaches had been 
made to a few firms with whom the col- 
lege had worked on other matters. These 
proved more successful, and, in the first 
year of operation, they were able to place 
most of the available interns. In addition, 
certain individual students made their 
own contacts with various firms and as a 
result, it was possible to have interns 
working with a number of different com- 
panies. 





CHECKING THE PROGRAM 


At the conclusion of the summer in- 
ternship, students prepared a report of 
their experience, and employers were 
asked to give their reactions to the work 
of the Columbia Graduate School of 
tion, this program gave promise of mak- 
ing a valuable contribution to the educa- 
tion of the student and plans were made 
to extend it. The problem of placing the 
students was even more marked in the 
second year as one of the firms employing 
several interns withdrew from the pro- 
gram. Change of management policies 
caused the withdrawal, despite the fact 
that the accounting department was quite 
enthusiastic about the program. This loss 
was overcome to a degree, by increased 
participation of other firms and indeed, in 
one case, an intern obtained his summer - 
experience in the European office of the 
company and was able to combine the 
broadening experience of travel with his 

(Continued on page 440) 





FINANCIAL EXECUTIVES MEET AT ARDEN HOUSE 


Now in its sixth year, the Executive 
Program in Business Administration, part 
of the Columbia Graduate School of 
Business, is a six-weeks course of study 
for senior executives conducted twice 
each year at Arden House on the Harri- 
man Campus of Columbia University, 50 
miles north of New York City. In the 
group which attended the 10th session 
from June 16 to July 27 were the fol- 
lowing shown above: 

(Left to right) Kenneth M. Place, first 
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accounting work. This proved most stim- 
ulating and the possibility of arranging 
such a placement with other companies 
with foreign branches is being explored. 

The third year was about as successful 
as the first with respect to the placing of 
the available students. More firms joined 
the program, while others, who did not 
succeed in hiring their interns as perma- 
nent employes upon their graduation, 
dropped out. Nevertheless, there was a 
net advance in the number of participat- 
ing firms and a gradually developing 
awareness by each firm of its responsibil- 
ities in making the program successful. 

This concludes a brief description of 
internship programs in private accounting 
with particular reference to the experi- 
ences of one college which is operating 
one. Let us now consider the advantages 
and problems of employers who partici- 
pate in such a program and the reactions 
of the student interns themselves. 


INDUSTRY’S VIEWPOINT 
ON THE PROGRAM 

From the firm’s point of view there ap- 
pear to be three specific advantages in ad- 
dition to contributing to the improvement 
of accounting education: 


1. The firm has an opportunity to observe 
a student over a period of time and 
form a fairly accurate judgment about 
his potential growth. 

. There are many chances during the in- 
ternship to instill in the student the 
belief that an excellent career is avail- 
able in this particular firm. 

3. The firm receives the services of eager, 
intelligent, and alert employes who are 
trained in basic accounting theory as 
replacements for vacationing employes. 


N 


New employers frequently anticipate 





three types of trouble in establishing an 
internship program, but experience shows 
that these either never arise or can be 
avoided. The usual objections are: 


1. It is uneconomical to train an employe 
for the comparatively short work pe- 
riod the intern is available, but stu- 
dents often learn routines faster than 
the average and the employer quickly 
discovers what types of job are adapt- 
able to temporary employment. 

2. Other employes may resent presence of 
interns. Generally, this has not proved 
true. Indeed, in those cases where all 
employes were invited to the special 
orientation instructions given interns, 
over-all employe morale was improved. 

3. Difficulties with unions. In practice, 
union contract limitations give almost 
no trouble with this type of training 
program, but, of course, each company 
whose office functions are unionized 
must work out the problem for itself. 


The employers entrusted these interns 
with a variety of jobs. Some handled ac- 
counts receivable and other details of 
bookkeeping; others computed figures for 
budget estimates or handled entries to 
branch accounts. One worked in the in- 
ternal auditing department and found this 
experience very helpful when he later 
worked on his public accounting intern- 
ship. The particular tasks were of varying 
degrees of difficulty and some interns were 
at a point of making minor decisions by 
the end of the summer. Generalizations 
about the types of job are difficult to make 
and each relationship was adjusted to the 
needs of the company and the capacities 
of the intern. 

Experience indicates that for all parties 
to achieve the best results from the intern- 











TREASURERS 
CONTROLLERS 
GENERAL ACCOUNTANTS 


AUDITORS 


searching’ where required. 


Financial Executives 


BUTTRICK & MEGARY has successfully serviced the personnel require- 


ments of many small, medium and large companies in the following categories: 
BUDGET SPECIALISTS 


COST ACCOUNTANTS 


B & M in addition to maintaining a select and complete inventory of qualified financial 
’ and accounting executives, can prescribe proven procedures for ‘pinpointed 


BR 2. M works closely with each employer client, becoming his personnel representative, 
and makes a special project of finding the right man for any assignment. 


B & M‘s trained staff, with both accounting and personnel experience, is qualified to 
counsel you on the selection of applicants with technical background and per- 
sonality factors compatible with your existing organization. 


MACHINE ACCOUNTANTS 
SYSTEMS MEN 
TAX SPECIALISTS 











Applicants and Employers :—Discuss your problems with us personally, and in complete 
confidence. Write in detail, or call Frank W. Hastings, KIngsley 6-2300. 





BUTTRICK & MEGARY 


(Our 26th Year as Organization Builders) 


WESTERN SAVING FUND BLDG. 


PHILADELPHIA 7, PA. 





























ship an employer should be willing to do 
three things: 


1. Give adequate initial orientation in- 
struction to the students and additional 
instruction as shifts are made in jobs, 
(One suggestion is one hour of orien- 
tation instruction for each two weeks 
of work.) 

2. Inform the direct supervisor of the 
student of his internship status and re- 
quest an appraisal of his work. 

3. Report to the college on the work be- 
ing done by the particular intern. Such 
reports can be the type usually pre- 
pared by the firm itself on its own em- 
ployes or it may be a form sent by the 
college. 


The real difficulty in establishing a pri- 
vate accounting internship is the under- 
standable reluctance of the firms to hire 
inexperienced workers during the summer 
months. From a short-term view this pol- 
icy is completely justifiable. But viewed 
either as a contribution to the education 
of the student or more practically as a 
means of securing future employes this 
program could justify itself. Some of the 
cooperating firms have come to accept this 
view and even if a particular student 
does not immediately come to them after 
graduation, they feel no regret. They phil- 
osophically accept that he might come 
back later after some public accounting 
experience or he might go to the account- 
ing department of another business. On 
the other hand, they may obtain an em- 
ploye who had served as an intern else- 
where and had his interest in private ac- 
counting aroused by the experience. 


THE STUDENT'S POINT OF VIEW 

From the student’s point of view there 
are many advantages to this type of ex- 
perience. Perhaps the greatest 1s that he 
can actually participate in private account- 
ing work and learn at first hand just what 
is involved. Although most students had 
worked before, the internship represented 
their first entry into semi-professional em- 
ployment and the maturing effect of this 
contact was quite evident. 

In addition, the students return to the 
campus with a much keener interest in 
their remaining courses because of their 
having experienced the practical applica- 
tion of the theory and practice expounded 
in the texts. The subsequent class discus- 
sions are considerably enlivened by fre- 
quent references as to how particular 
problems are met in different firms. Con- 
sequently, the general level of class per- 
formance might be slightly higher. 

Finally, the students benefited from the 
fact that during their period on the job 
their work was carefully analyzed by 
trained personnel men who reported their 
reactions to the college. Discussion of 
these reports with the returning students 
sometimes leads to changes in attitudes 
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and personality characteristics that may be 
of immeasurable help to them in their 
future careers. 

As already mentioned, the interns per- 
formed a variety of duties, many of which 
were naturally of a routine and repetitive 
nature. Nevertheless, nearly all of them 
thought their experience to be of value. 
They appreciated the opportunity to work 
in accounting but some believed their 
learning opportunities were limited. A de- 
tailed discussion on this point with a few 
students produced some interesting facts. 
It was not the routine nature of the jobs 
assigned that was the real basis of criti- 
cism of the internship, although this was 
often the reason stated. The real com- 
plaint stemmed from the fact that a few 
students did not believe they were be- 
ing treated as interns but only as summer 
replacements. 


PROFESSIONAL INTEREST NEEDED 
The difference between the completely 
satisfied and the partially satisfied intern 
could be explained in terms of employer 
interest. In general, those supervisors who 
occasionally inquired about the progress 
of the intern and made some effort to ex- 
plain the relationship between the intern’s 
duties and the over-all departmental ac- 
tivities created in the intern a feeling of 
satisfaction even if the job itself was 
largely routine. Employers have come to 
realize this and as far as possible have 
made efforts to help the intern and make 
him believe that his work at the firm is a 
contribution to his accounting education. 
The idea of an internship in private ac- 
counting has the support of the profes- 
sional organizations, the colleges and those 
employers who have participated. There 
are definite problems involved in bringing 
a temporary employe into the accounting 
department during the summer season but 
planning by the colleges and the firms 
should help in meeting these difficulties. 
This type of internship offers an oppor- 
tunity for private industry to come in con- 
tact with outstanding accounting students 
and perhaps attract them to the organiza- 
tion. It offers the student a type of experi- 
ence which is invaluable to him, and since 
it improves his education in accounting, 
the colleges are interested in participating. 
The existence of the private internship 
program may be the means of attracting 
the type of accounting personnel that a 
business is seeking. It is to be earnestly 
hoped that efforts will be made by both 
colleges and industry to extend this type 
of cooperative endeavor. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA CHICAGO 
PITTSBURGH SOE VOTE. Hf. ¥. ST. Louls 
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TODAY'S PAPERWORK 
IS TOMORROW'S 
PERMANENT RECORD... 


MAINTAINED BEST 
WITH FILMSORT — 


The staggering volume of paperwork 
produced daily by the nation’s clerical 
workers becomes, in most instances, 
a matter of permanent record. The 
problems of maintenance and refer- 
ence to these millions of records are 
multiplied annually. 

Filmsort, combining microfilm 
with card filing systems, provides the 
ideal means for handling large-volume 
active files. Microfilm alone, utilized 
for permanent records is the greatest 
space-saving medium available today. 
The unitization of filmed documents 
in Filmsort Aperture cards or Jackets 
makes possible the application of 
manual or mechanized indexing 
and sorting methods for filing and 
reference purposes. Modern photo- 





graphic and photocopy units provide 
means for instant reproduction of 
microfilmed documents direct from 
the film when paper copies are re- 
quired. 

All of the elements of a practical 
system for the maintenance of large 
volume records are present in the 
Filmsort system—at savings to your 
company in space, time and person- 
nel. Space conservation permits keep- 
ing files available at convenient loca- 
tions—reference time is held at a 
minimum. 

Don’t permit your daily volume of 
paperwork to become a filing prob- 
lem. Maintain your permanentrecords 
with filmsort— the system that makes 
microfilm practical for active files. 


FILMSORT DIVISION 
DEXTER FOLDER COMPANY 
A Division of Miehle-Goss-Dexter, Inc. 
Pearl River, New York 
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Social Security Deficit 

The Social Security system this year probably will pay out 
more in benefits than it collects in payroll taxes. The gap 
between expenditure and income is the result of collections 
which fall short of expectations and benefits which have 
mounted faster than anticipated as coverage has been ex- 
tended to new groups of workers. 


Fast Tax Write-Offs 

The Treasury Department reports that $37.8 billion in 
emergency tax amortization certificates had been issued 
through April 17, 1957. According to Treasury estimates 
the tax write-offs have cost the Government more than $4 
billion in revenue. 


Income Tax 

Employe contributions, by payroll deductions, to a pen- 
sion plan established under a state statute or municipal ordi- 
nance are includable in the employe’s gross income where 
the participation in the plan is voluntary or the plan con- 
tains refund provisions. 


Government Contract Procedures 

In a new directive, Secretary Wilson has barred the mili- 
tary forces from awarding new contracts without first ob- 
taining permission from his immediate office on a project-by- 
project basis. 


Federal Savings 

The VA says it has saved and returned to the Treasury 
$15 million during the last four years and expects to return 
another $1 million in the next three months. The savings 
were attributed to the establishment of a revolving supply 
fund and increased cost-consciousness. 


Small Business Awards 

Government contracts set aside for exclusive award to 
small business for fiscal 1957 increased nearly 50 per cent 
over fiscal 1956. In dollars, the small business awards at the 
close of fiscal 1957 totaled $744 million compared to $498 
million for fiscal 1956. 
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Employment Taxes 

Vacation allowances paid to employes from a vacation 
fund established pursuant to a labor agreement are consid- 
ered as wages where such allowances are based on services 
rendered by the employes for their employers. 


National Income and GNP 

Comprehensive estimates of the 1956 national income 
and product, released by the Department of Commerce, 
show a record volume of output and of income, in dollars 
and in real terms. GNP in 1956 was $414.5 billion com- 
pared with $391.5 billion in 1955; about one half of the 
rise represented a gain in the real volume of business serv- 
ices while the remainder reflected higher prices. National 
income for 1956 was $343.5 billion compared with $324 
billion in 1955; all industry divisions except agriculture 
shared in the 1956 increase. 


Regulations on Annuities 

A new publication of the regulations on annuities has 
been prepared to correct printing and clerical errors in IRS 
publication #76 (Rev. 11-56). The number of the new bul- 
letin is publication #76 (Rev. 6-57). 


Farm Income 

Realized net farm income ran at a seasonally adjusted an- 
nual rate of $12.1 billion in the first half of 1957, up from 
$11.8 billion in the same 1956 period, according to an Agri- 
culture Department estimate. 


Sitting Up With a Sick Friend 

Contributions to a club for the purpose of defraying 
sickness or burial expenses of a deceased member are not 
deductible by the donors. 


Cabaret Tax 

Food, drinks and other merchandise dispensed by vend- 
ing machines in a cabaret are liable to the 20 per cent ex- 
cise tax, according to an IRS ruling. The tax also applies to 
picture-taking and checking services furnished at a roof 
garden, cabaret or similar place providing a public show 
for profit. 


TV Stars—Potomac Style 

Close to $100,000 of the next fiscal budget will go for 
salaries, light and improvements of the House Recording 
Studio. The studio, owned and operated by the House of 
Representatives, makes TV and radio programs for use on 
home town stations. Rates charged by the studio for a 15- 
minute film using one camera are about $30.00 for the first 
print and a 15-minute radio show using fresh tape costs 
$1.00 for the tape and $1.50 for service on the original 


copy. 
—BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—NO. 23 IN A SERIES 
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How to save money before banking it 


In 70 collection offices of General Electric Supply Com- 
pany, a division of General Electric Company, all in- 
coming checks from customers are photographed in 
low-cost Recordak Junior Microfilmers. 


The simple routine of pressing a button and getting a 
picture did away with a written remittance slip describing 
each and every check; did away with “cashbook” entries, too. 

The clerical savings in eliminating these relatively easy 
transcription jobs are substantial—run from $1,000 per 
year for a small office to $5,000 for a big city office. 

Boosts daily bank balance 
The speed of Recordak Microfilming makes it possible to 
deposit all incoming checks in local banks the same day 
they are received—even around the 10th of the month 
when volume is heaviest. 


Many Additional Savings—tedious record keeping is by- 
passed in inventory reconciliation by microfilming records 
of incoming goods-in-transit and outgoing shipments. And 
it is no longer necessary to retype bids which must be 
submitted to the customer on his own forms. Lots of 
short cuts like this! 


And each collection office, of course, now has photo- 
graphically accurate film records, which can be filed in just 
2% of the space previously required . . . and viewed sharp 
and clear in the Recordak Junior’s built-in film reader. 


FRE A valuable new booklet, ‘Short Cuts that Save Millions,” 

shows how routines like yours have been simplified in 
thousands of companies; how Recordak Microfilmers are de- 
signed for all requirements . . . give you up to 
80 pictures for 1¢. 


+ ea - MAIL COUPON TODAY ———————- - 
= RECORDAK CORPORATION 
=RECORDERK (Subsidiary of Eastman Kodak Company) v-9 
415 Madison Avenue, New York 17, N. Y. 


(Subsidiary of Eastman Kodak Company) 


Originator of modern microfilming— 
now in its 30th year 


Name 


Gentlemen: Please send free copy of ‘Short Cuts that Save Millions.” 





Position 





Company 








Street 





City 


State 
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H°. MUCH a family spends may not 
depend on its income in a particular 
year as generally measured, but rather 
upon its conception of its longer-term 
income position. In forming this concep- 
tion, it tends to regard as transitory any 
factors affecting its receipts for less than, 
say, three years, according to a new theory 
advanced by Professor Milton Friedman 
of the University of Chicago and member 
of the research staff of the National 
Bureau of Economic Research. 

The role of a “horizon” longer than 
a year in a consumer's allocation of re- 
ceipts between spending and saving is 
developed in a book by Professor Fried- 
man entitled “A Theory of the Consump- 
tion Function” published by Princeton 
University Press for the National Bureau 
of Economic Research. 

Dr. Friedman’s new work casts serious 
doubt on many widely held views about 
the relation of consumer spending to in- 
come and has important implications for 
economic research and economic policy. 
Contrary to the older theories, his ex- 
planations fit two important observed 
facts: That savings in the United States 
have remained a remarkably constant frac- 
tion of income over the past 60 years de- 
spite a steady increase in income; and 
that inequality of income has been de- 
creasing. 

The central feature of the new ap- 
proach is that consumers adjust their 
spending not to their measured income 
but to a longer-term concept which Dr. 
Friedman calls “permanent income,” 
which absorbs the effects of short-lived 


Consumer Spendings/Savings Analyzed 


factors. Permanent income, although it 
cannot be measured directly for individ- 
uals, can be inferred from group data. 

Interpreted in light of the permanent 
income theory, the available data contra- 
dict the widely held belief that people 
with lower incomes save a smaller fraction 
of their receipts than those with higher 
incomes—if ‘income’ is taken to mean 
“permanent income” rather than simply 
current receipts. The permanent income 
theory incorporates the view that a 
family’s expenditures depend not only 
upon its receipts but also upon the amount 
of its accumulated savings. It emphasizes 
the importance of such factors as family 
size, composition, and tastes; the degree 
of uncertainty of a family’s income pros- 
pects; and the rate of interest that can be 
earned on savings. 

Dr. Friedman carries part way the 
job of testing his hypothesis against the 
wealth of empirical data on consumption 
behavior. He finds it consistent with ag- 
gregate income-expenditure figures for the 
United States for some 60 years as well 
as with family budget studies in different 
countries and for different time periods. 
Some of his main conclusions are that: 


1. There have been no basic changes in 
the spending and saving habits of U.S. 
consumers over the past six decades. 

2. U.S. wage earners save least as a 
group, only about 5 per cent of their in- 
come. Farm families save about 10 to 15 
per cent. City people in business for them- 
selves show the largest savings—about 15 
to 20 per cent of their incomes. 
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At least part of the explanation for 
these differences is the greater uncertainty 
of income prospects, and therefore the 
greater need for reserves, of farmers and 
owners of small businesses. Another fac- 
tor may be that small-business owners can 
earn a higher rate of return on their cap- 
ital (and nonfarmers a higher rate than 
farmers). 

3. Greatest variability in permanent in- 
come status appears among nonfarm 
groups—especially among city people who 
own their own businesses. 

4. U.S. consumers as a whole over a 
half century spent an average of 88 per 
cent of their incomes and this figure has 
shown no systematic tendency to rise or 
fall over the period. If all expenditures on 
consumers’ durable goods are included as 
consumption the corresponding figure is 
slightly higher, and shows a moderately 
rising trend over time. 


Some of the factors affecting this figure 
of 88 per cent have tended to offset each 
other. For instance, family size has de- 
clined over time and smaller families 
seem to save more. On the other hand, the 
farmer, who has rather high savings, de- 
clined in importance. 

Interesting sidelights of the study in- 
clude the fact that the British consumer 
saves on the average a smaller part of his 
income than the U.S. consumer. (Presum- 
ably one explanation is that he feels less 
need for reserves, having greater security 
provided by government.) Middle-aged 
people generally save more and the young- 
est and oldest people less, as one would 
expect. Negroes have lower average 1n- 
comes than whites and appear to save a 
little less of their permanent income. 

Pending further tests and analysis, Dr. 
Friedman sketches some of the broader 
implications of his permanent income 
theory. He refers to the role of savings in 
capital formation, considered so necessary 
to the economic growth of countries. 
There is no reason, he says, to expect a 
low-income country to save any smaller 
fraction of its income than a wealthier 
country. He questions the idea that in- 
equality of income is essential to pro- 
ducing the savings needed for economic 
development. He speculates about under- 
developed countries: 

“Perhaps the crucial role that has been 
assigned to the savings ratio in economic 
development should be assigned instead to 
the factors determining the form in which 
wealth is accumulated; to the investment 
rather than saving process, as it were.” 

Dr. Friedman also points out the im- 
portance of the permanent income hy- 
pothesis for understanding fluctuations in 
economic activity. If indeed the ratio ot 
savings to income does not rise with an in- 
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crease in real income, then redistribution 
of income will not have the effect of in- 
creasing the ratio of consumption to in- 
come, which some students believe essen- 
tial to the growth of the economy. He 
says: : 
“Apparently the permanent income hy- 
pothesis is evenhanded—if it removes the 
justification for inequality (of incomes) 
as a necessary evil to produce required 
savings, it also removes the justification 
for reducing inequality as a means of re- 
ducing attempted savings.” 

Acceptance of the new theory would 
affect greatly the direction of economic re- 
search on consumption and the type of 
data which are collected. Dr. Friedman 
believes that the testing carried out so far 
justifies its acceptance as a working hy- 
pothesis. As to further work, he urges 
especially: analyzing move data from other 
countries; testing the permanent income 
theory with respect to particular categories 
of consumers’ goods; studies of the con- 
sumption and income of homogeneous 
groups and communities ; and the accumu- 
lation and analysis of additional data on 
the income and consumption of the same 
families in a series of consecutive years. 


NAM Studies Union 


Monopoly Power 

Seven steps to curb the ‘monopoly 
power now exercised by labor unions” 
were proposed by Ernest G. Swigert, presi- 
dent of the National Association of Man- 
ufacturers. The NAM spokesman lists the 
seven objectives which he said must be 
stopped to protect the public and union 
as well as nonunion employes: 


1. Real bargaining at the local level 
and an end to the domination of bargain- 
ing by international unions; 

2. An end to compulsory union mem- 
bership in any form; 

3. An end to organizational picketing 
to force people into unions; 

4. A ban on boycotts and on clauses in 
contracts which provide for boycotts 
against other employers ; 

5. A ban on economic waste in the 
form of featherbedding, restrictions on 
output, unneeded employes, and refusal to 
allow new machines or processes to be 
used ; 

6. A modification of the doctrine of 
federal pre-emption so that state and 
local authorities can reassume their re- 
sponsibilities in labor-management mat- 
ters ; 

7. A prohibition against the use of un- 
ion funds and union staff employes for 
partisan political purposes. 


The study, entitled “Monopoly as Ex- 
ercised by Labor Unions,” was made by a 
gtoup of experts on labor-management 
problems headed by Dr. Leo Wolman of 
Columbia University. 








Protection Must Fit 


the perils you face! 


Every type of business venture 
overseas has its own particular 
hazards. Every country has 

its own laws, customs and 
conditions. All may affect the 
security of your business unless 
your insurance has been carefully 
patterned to the risk and 

its location. 


Whatever your business— 
wherever it is abroad—AFIA 
has the skill, know-how and 
experience to provide you with 
insurance that conforms to 
conditions to meet the highest 
standards of sound protection. 
World-wide in scope, operating 
through 600 offices in 69 foreign 
countries, AFIA has been 
successfully serving leaders 
in American industry for decades. 


It will pay you to ask your 
agent or broker to discuss your 
overseas fire, casualty and 
marine insurance problems with 
AFIA. No risk is too large, 
nor none too small, to deserve 
AFIA’s expert attention. 


oe, 














AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street e« New York 38, New York 


CHICAGO OFFICE . . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
DIRELAS OURICR «.gsi'n 6% Kes 400 Vaughn Building, 1712 Commerce Street, Dallas 1, Texas 
LOS ANGELES OFFICE ....cccccccs 3277 Wilshire Boulevard, Los Angeles 5, California 
SAN FRANCISCO OFFICE . . Russ Building, 235 Montgomery Street, San Francisco 4, Calitornia 
WASHINGTON OFFICE . . . Woodward Building, 733 15th Street N.W., Washington 5, D.C. 


An association of 22 American capital stock fire, marine, casualty and 


surety insurance companies providing insurance protection in foreign lands 

















MANAGEMENT ACCOUNTING FOR PROFIT CONTROL 
By I. Wayne Keller 





Reviewed by JOHN V. VAN PELT III 
Controller 

The Kendall Company 

Walpole, Mass. 


Mr. Keller has made a very valuable 
contribution to the field of business litera- 
ture. His book should have a wide range 
of utility. The general line executive 
would do well to familiarize himself with 
its content. He could thereby eliminate 
many of the mysteries and misconceptions 
regarding objectives of the more advanced 
industrial accountants without devoting an 
inordinate amount of time to study of a 
technical field. The book constitutes an ex- 
cellent text for the use of the college stu- 
dent and industrial financial trainee. It 
also should be in the library of the control 
executive. Despite the author’s indicated 
limitations as to its coverage of proce- 
dures, it provides a very adequate check 
list against which to compare a corpora- 
tion’s applications in the area of modern 
control practices. 

The scope and direction of the work 
can best be described by quoting from the 
preface: 

“The purpose of this book is to present 
an interrelated system of accounting, con- 
trolling and reporting for commercial and 
industrial enterprises. Greater emphasis is 
placed upon the requirements of manage- 
ment for control information, and the ac- 
* Published by McGraw-Hill Book Company, 
Inc., 330 West 42nd Street, New York 36, 
N. Y. $7.00. 
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countants function as a member of the 
management team, than upon the techni- 
cal cost accounting and budgetary plan- 
ning and control procedures. General and 
accounting procedures are included only 
to the extent that they are related to the 
management accounting functions.” 

An additional comment in the preface 
indicates that the presentation is directed 
to students and accountants of industrial 
and commercial companies. This reviewer 
is convinced that its application is much 
broader and that it can be utilized profit- 
ably by the other reader groups indicated 
above. One should not be misled as to its 
scope and content because the format is 
that of a text book. This factor increases 
its utility. Sentence structure is simple and 
explanations of technical matters are 
clearly developed. The review questions 
and practice problems provide an area for 
testing comprehension. 

Statistically, the textual material com- 
prises 414 pages, divided into 30 chapters, 
and a summary problem covers 11 pages. 
Each chapter is supplemented by a series 
of review questions and, in most instances, 
by one or two related problems. 

The author develops his material around 
the central theme that optimum profit can 
only be developed with knowledge on the 
part of management of the effects on in- 
come, costs and assets of possible courses 
of action, included in operating plans, and 
actual results compared with such plans. 
Drawing on his own experiences (and 
this is a field in which he is an acknowl- 
edged expert) together with information 
obtained from others, he sets forth a series 
of techniques, which will build an indus- 
trial accounting structure to provide the 
requisite information for management. 
Whenever he recognizes acceptable alter- 
native methods, these are described. In 
many areas, where the purpose underlying 
certain recommended practices might be 
obscure to the technically untrained, he 
provides clear reasoning processes to sup- 
port the underlying theoretical position. 
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The order of development includes 
three introductory chapters which discuss 
organization for management accounting, 
essential definitions and background ma- 
terial covering the broad field of cost ac- 
counting and an excellent and detailed 
analysis of the mechanics necessary to con- 
struct a chart of accounts. The next suc- 
ceeding 16 chapters comprise a concise de- 
scription of acceptable methods which 
should be used in accounting for cost and 
income. Each of these chapters deals with 
a separate phase of the subject. Six addi- 
tional chapters are devoted to methods of 
developing a budgetary and control pro- 
gram, including a chapter on the Measure- 
ment and Control of Profit. The last five 
chapters deal with specialized areas, cov- 
ering (a) Reporting to Top Management, 
(b) Make-or-Buy and Lease-or-Buy Deci- 
sions, (c) Break-even Analysis, (d) Set- 
ting Sales Prices, and (e) Setting Intra- 
company Trading Prices. 

An interesting feature of the composi- 
tion is the explanatory pattern which is 
followed throughout. As background, sub- 
stantially all the principles and practices 
which are laid down are applied to opera- 
tions of a hypothetical company. This web 
of utilization facilitates understanding of 
the material as to its place in a coordi- 
nated operating organization. 

Obviously, it is impossible to cover ev- 
ery phase of such a broad subject and, as 
previously noted, Mr. Keller stated that 
he had limited his coverage of procedural 
matters. However, this reviewer was self- 
ishly disappointed as to the attention paid 
to a few subjects. Long-range planning 
was referred to in a casual manner on sev- 
eral occasions, but the scope of these ref- 
erences was inadequate to permit this 
reader to compare his applications in this 
important field with the methods Mr. Kel- 
ler would advocate. In another area, he 
failed to touch on the question of the use 
of formulae involving time adjustment 
factors in measuring return on capital em- 
ployed. One could reach the conclusion 
that such artifices are not readily adaptable 
to the author’s schematic fashioning of 
sound business decisions. 

However, this has become a timely sub- 
ject because of recent publicity accorded 
to discussions by exponents of the use of 
higher mathematics in decision making. 
The interest generated requires sound ap- 
praisals of a technique on the part of top 
management groups. Under the circum- 
stances, Mr. Keller had an ideal medium 
through which he could have given some 
expert guidance. 

In the chapter which covered Report: 
ing to Top Management, there seemed to 
be a complete lack of emphasis on the im- 
portance of stressing the operational 
“why” of variations from plans as op- 
posed to the arithmetic composition 
thereof. However, it is clear that the au- 
thor recognizes the importance of this 
phase of the analysis function. In the 





cha 
dev 
wh 
tior 
atic 
I 
the 
tere 
ord 
am«¢ 
Mr. 
ing 
the 
prac 


BU 
IN 
PR 


By 
Alt 
Fra: 


plan 
a pl. 
repo 
book 
way 

sion 

shor 
form 
repo. 
limit 





West 


HO 
THI 


By \ 


A 
quest 
bank: 
mary 
grout 
ment. 
perso 
and | 
study 
from 





* Py; 
West 
$14.75 


Cost 


En, 
Cc 


Grou 
Gre 


WO- 
Cost 
Ral 


Ha 
Fie] 




















chapter covering Break-even Analysis, he 
developed a model report to management 
which, in part, touched upon the opera- 
tional factors underlying budgeted fluctu- 
ations. 

It is the conclusion of this reviewer that 
the book deserves more than passing in- 
terest. He was sufficiently impressed to 
order several copies for distribution 
among members of his trainee groups. 
Mr. Keller is to be congratulated for mak- 
ing a real contribution which will assist in 
the advancement of sound controllership 
practices. 


BUSINESS REPORTS: 
INVESTIGATION AND 
PRESENTATION* 


By Chester Reed Anderson, 
Alta Gwinn Saunders and 
Francis William Weeks 


The authors develop one general basic 
plan that underlies all types of reports— 
a plan that can be condensed for a short 
report or expanded for a long one. The 
book is organized to fit the only logical 
way to teach report writing—the progres- 
sion from an assignment of memos and 
short reports to the assignment of a long 
formal report. No time is devoted to form 
reports or to specialized reports with a 
limited purpose. 


* Published by McGraw-Hill Book Co., 330 
West 42nd St., New York 36, N. Y. $6.00. 


HOW THEY HANDLE 
THEIR PERSONNEL* 


By William L. Barton 


A survey based on replies to a 16-page 
questionnaire forwarded to 129 savings 
banks in the state of New York. The sum- 
mary report covers subjects such as back- 
ground and general information, employ- 
ment, remuneration and job classification, 
personnel administration, employe welfare 
and benefits, training and education. The 
study covers developments in these areas 
from 1941 through 1955. 

* Published by Management Methods, 22 


West Putnam Avenue, Greenwich, Conn., 
$14.75. 





OTHER BOOK ENTRIES 


Cost ACCOUNTING AND CONTROL. By 
Cecil Gillespie. Prentice-Hall, Inc., 
Englewood Cliffs, N. J]. $10.60. 


Group LIFE INsURANCE. By Davis W. 
Gregg. Richard D. Irwin, Inc., Home- 
wood, Ill. $5.00. 


Cost DATA FOR THE MANAGEMENT OF 
RAILROAD PASSENGER SERVICE. By 
Dwight R. Ladd. Division of Research, 
Harvard Business School, Soldiers 
Field, Boston 63, Mass. $4.50. 
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Here's what they say about 
RECORDS RETENTION AND CONTROL 


ee . . I have just read the new Controllership Foundation report, ‘‘Case 
Studies in Records Retention and Control” . . . It 7s a fine exposition of 
how to proceed in streamlining one’s file problems. It shows how expen- 
sive storage space has been reduced. It is the best book on the subject that 

I have seen.” 
FRANKLIN D. COLBURN, management consultant 


ee . . | am sincerely impressed with the approach you adopted, the scope 
of coverage and its balance. By sending your people into the field and in- 
corporating solid facts, your publication is definitive. The quality far ex- 
ceeds that obtainable from using questionnaires, as is evident in compari- 

son with another recent paper on this subject.” 
EMMETT J. LEAHY, management consultant 


ee . . Very interesting and excellently prepared. Each case study is pre- 
sented in sufficient detail to make a complete picture, a result that is lack- 
ing in too many presentations of this type. . . . The most complete and 
informative collection of case studies in the records management field 
that I have seen. The people who compiled it and wrote it are deserving 

of congratulations for a job well done.” 
RECORDS MANAGER Of a large corporation 


Save money, space and time with a realistic program for records retention 
and control. Profit from the experience of others by reading the case histories 
of 13 companies carefully selected to provide variety in size, location, profit 
margin, and product. Their records programs range from simple or formative 
to elaborate and highly staffed. Develop, or modify, your own records pro- 
gram, to suit your needs and problems, after you see how other companies have 
answered questions on: 


Organizational responsibility—W here should it be located? 
Consultants—W hen should they be used? 

Program sequence—W hat is the logical order for operating a program? 
Records inventory—W hat information is needed and how is it compiled? 
Appraisal and analysis—W hat standards should be followed? 

Vital records—W hat are they and what special steps should be taken? 
Microfilming—W hen 1s it cheaper than storage? 

Storage—W hat type of equipment is best? 


CASE STUDIES IN RECORDS RETENTION AND CONTROL 
$7.50 ($5.75 to members of Controllers Institute) 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


TWO PARK AVENUE - NEW YORK 16, N. Y. 


Orders from nonmembers outside Continental U.S. and Canada 
must be accompanied by remittance 
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the defect is not fatal, particularly when the company has grown 
fast so that most of its assets are at recent price levels. 


D. STANDARDS OF PROFIT PERFORMANCE 

Standards of profit performance, our fourth requirement, is a 
big, complex subject. In this analysis we can only mention four 
thoughts. 


ke 


bho 


Measurement of profit performance of division managers 
achieves in itself many of the benefits of decentralization. 
Indeed a good case can be made for not attempting to 
formalize the standards of profit performance. Instead, 
leave this to the informal judgment of top management, 
which must in any event tailor the standard to the indi- 
vidual division and take many dimensions of longer-term 
profit performance into account, e.g., growth, progress and 
executive development. 


. Lack of standards should not hold up decentralization: 


rough standards can be used first and refined later. 


. Historical perspective is essential in developing perform- 


ance standards: back-casting of comparable performance 
measurements will be needed. 


. Par for the profit center course should also take account of 


economic climate and competitive conditions in the indus- 
try. Sometimes this can be done roughly by comparison 
with the earnings of independent firms of approximately 
the same product line. 


Profit Performance Measurement of Division Managers (continued from page 426) 


ment of a balanced plan for incentive compensation of the man- 
agers of profit center divisions: 


l. 


Objective measurements of profit performance are in them- 
selves incentives to the kind of man who makes a good di- 
vision manager. But profit center control will be most effec- 
tive if powered with incentive compensation which is 
geared dominantly to the contribution profits of the di- 
vision. 


. Incentive compensation should fit the organizational en- 


vironment and personality of the profit center manage- 
ment: (a) independence, (b) economic sophistication and 
(c) minimal concern about bureaucratic politics. This 
means it should be geared to his division’s performance. 


. Since incentives are a reward for extraordinary performance 


the base salary should approximate a competitive level and 
the ceiling or target bonus should be 40 to 50 per cent of 
this salary though it is hard to find a principle to justify - 
any ceiling. 


. The company’s total incentive compensation fund should 


be based on a maximum percentage of corporate net income 
which may each year be put into the fund after deducting 
compensation for capital—a symbol of good faith to the 
stockholders. (Example, General Motors 12% of net in- 
come after deducting 5% of net capital.) 


. The amount of incentive compensation for any profit center 


manager should be determined by group judgment pref- 
erably at the board level based on multiple measurements 
of profit performance, compared when feasible with ob- 









E. INCENTIVE COMPENSATION 


The final requirement for effective profit center operation is 6. 
incentives which will power the profit center manager to maxi- 
mize his division’s contribution-profits now and in the future. 
The following basic considerations should underly the develop- 


jectively determined standards. 


First U. S. Strike Won $6.00 Weekly Wage 


HE FIRST authenticated strike of work- 
: in the United States won Philadel- 
phia printers a minimum weekly wage of 
$6.00, says Commerce Clearing House. 

It occurred in 1786, three years before 
the Constitution of the United States be- 
came effective. Eight years earlier, in 1778, 
New York printers had combined to ask 
a wage increase and then disbanded after 
their demands were granted. This was the 
first recorded organization of workers to 
seek a wage increase. 

A review of important events in Amer- 
ican history compiled by the U. S. De- 
partment of Labor shows, says CCH, a 
record of ups and downs for the first 95 
years with organizations formed and many 
disbanded. In 1881, the Federation of 
Organized Trades and Labor Unions was 
formed in Pittsburgh. Five years later in 
Columbus, Ohio, a successor organization 
became the American Federation of Labor. 
Today, the AFL-CIO combination has ap- 
proximately 16 million members which it 
represents under contracts covering wages, 
working conditions, welfare and pension 
funds and a growing number of guaran- 
teed annual employment and wage plans. 

Labor history records a number of dra- 
matic and tragic events. The Molly Ma- 
guires, a secret organization of anthracite 


miners, operated in Pennsylvania from 
1862 to 1876. They went out of existence 
with ten of the leaders being executed 
and 14 imprisoned after being charged 
with acts of terrorism. 

Another was the Chicago Haymarket 
riot of 1886. The crowd, which assembled 
to protest violence in a strike for the 
eight-hour day, was inflamed by radicals. 
In the rioting, four strikers were killed 
and others were wounded. In the words 
of the U. S. department report, the riot 
aroused public opinion against unionism 
and for several years stopped the move- 
ment for an eight-hour day. 

The first legal limitations on work 
hours were established in 1840, when 
President Martin Van Buren set up a ten- 
hour day for certain federal workers. New 
Hampshire’s legislature set ten hours as 
the legal workday in 1847. The Ohio leg- 
islature passed a ten-hour law for women 
in 1852. In 1868, Congress passed the 
eight-hour-day law for laborers, workmen 
and mechanics employed by the Govern- 
ment. The first child-labor law was passed 
by Pennsylvania in 1848 when it set 12 
years as a minimum age for a child in 
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Whether the payment should be in cash, in deferted com- 
pensation or in stock options ought to be tailored to the 
financial personality of the manager rather than determined 
by uniform formula. 


commercial employment. The age was ad- 
vanced to 13 in 1849. 

An important event in labor history, 
says CCH, took place in 1955 when the 
nation’s two top labor federations, the CIO 
and the AFL, approved a merger agree- 
ment. The merger grew out of some 130 
years of effort following many earlier at- 
tempts at a national organization. Among 
these were the Mechanics Union of Trade 
Organizations made up of skilled crafts- 
men formed in 1827 in Philadelphia; the 
first attempt at a national organization, the 
National Trades Union, formed in New 
York in 1834; and the first national labor 
union of specific crafts, the Cooperative 
Association of Cordwainers (shoemakers) 
in 1836 in New York. In 1866 the Na- 
tional Labor Union, a federation of trade 
assemblies rather than craft assemblies was 
formed. The Department of Labor report 
says it was dominated by radicals and re- 
form groups and drifted into social re- 
form rather than trade union endeavors 
before its death. In 1881, the Federation 
of Organized Trades and Labor Unions 
was organized in Pittsburgh under the 
guidance of eight national union leaders 
including Samuel Gompers. Five years 
later it was formed into the successor or- 
ganization, the AFL. 
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At the time of registration, each stu- 
dent obtains his registration materials 
from the registrar's office, including his 
permit to register card containing his 
name and permanent identification 
number. He then works out his pro- 
gram and records his classes on his ofh- 
cial program card. After his program 
card has been approved and signed by 
his adviser, he proceeds to the class 
card area and picks up the proper class 
cards for each class listed on his pro- 
gram. At this point he prints his name, 
year and major on each class card for 
reference purposes. 
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to Help YOU 
Cut Clerical 

Costs 
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STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING 
TEMPORARY OFFICE PERSONNEL 


The student then goes to the business 
office area to obtain his fee bill. He 
brings with him all his cards with his 
permit to register on top. After check- 
ing to make certain that the student has 
the proper cards, the fee bill writer se- 
lects a fee bill number card to corre- 
spond with the number on the student's 
fee bill. The total number of units re- 
corded on the student’s program is 
mark-sensed on the fee bill number 
card, which is then placed on top of the 
student's permit to register card. 

At this point, we have the fee bill 
number card followed by the student’s 


Four out of five companies 
like yours have at least one 
clerical operation that can be 
handled most economically 
by today’s push-button 
methods. 

STATISTICAL provides a 
service through which any 
company—large or small— 
can make use of the latest 
punched-card tabulating 
techniques, without investing 
in additional manpower and 


equipment. 

On the other hand, if you have a 
tabulating department, STATISTICAL 
can help you cut costs, too, in hand- 


your overloads, conversions or 


special assignments. 

It will pay you to investigate. One 
of our methods engineers will gladly 
call in person to discuss your needs. 


Just write or phone 
23 our nearest office. 


/ 















CALCULATING + TYPING 





CHICAGO — 53 West Jackson...... HArrison 7-4500 


NEW YORK —80 Broad Street... .WHitehall 3-8383 
ST. LOUIS —4i11 N. Tenth St......... MAin 1-7777 
NEWARK — National Newark Bldg. .. MArket 3-7636 
CLEVELAND — 1375 Euclid Ave... ..SUperior 1-8101 
LOS ANGELES — 541 South Spring St. MUtual 8201 


The Mechanics of Registering Students (Coninued from page 436) 








permit to register card, followed by the 
student’s class cards. The cards are then 
processed through the document-origi- 
nating machine, which performs the 
following: 


1. Reads the mark sensing and 
punches the total number of units of in- 
struction into the fee bill number card, 

2. Reproduces the fee bill number 
and the total number of units into the 
permit to register card and the class 
cards. 

3. Reproduces the student’s name 
and permanent alphabetical identifica. 
tion number from the permit to regis- 
ter card into the following class cards, 


At this point we have our class cards 
for the student's registration with all 
the required information punched into 
them except the amount of tuition due. 

We use the class cards to perform 
several functions: 

They can be sorted by student identi- 
fication number to prepare an alphabet- 
ical list of all students registered, in- 
cluding their classes. 

They can be sorted by fee bill num- 
ber, and the total tuition due per the 
class cards can be compared with the 
total tuition paid by each fee bill. 

They can be sorted by class number 
to compute the amount of tuition 
earned for each class, course, depart- 
ment or major school. 

They can be sorted by student identi- 
fication number and by class number to 
prepare an alphabetical list of all stu- 
dents registered in each class. 

The final grade earned can _ be 
punched into the card to prepare a 
grade report for each student and to 
prepare a transfer posting list for re- 
cording on the permanent record of 
each student. 

We also punch a card from the stu- 
dent’s fee bill. This card is used to 
audit the student’s class cards to estab- 
lish control on total tuition and fees 
paid, to establish controls on various 
accounts receivables, to clear scholar- 
ship awards and charge the appropriate 
accounts, and to prepare billings on ac- 
counts receivable. 

We are looking forward to the time 
when, after eliminating some current 
problems, we can actually write each 
student's fee bill with our equipment 
as the student goes through the regis- 
tration procedure. 
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A Quartet of Stars 
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Standard Federal Tax Reports—New law, old law—for the man who must 
have everything concerning federal taxes affecting business and individual 
taxpayers. Week in, week out, the Standard's informative issues rush to 
subscribers complete details on every twist and turn of pertinent federal tax 
law, as it breaks. Featured are authoritative full texts of laws, regulations, 
rulings, court decisions, forms, and related facts and information—all ex- 
plained and tied into the over-all picture with helpful, understandable 
editorial comments. Subscription includes 9 ‘‘bring-you-up-to-date’’ Com- 
pilation Volumes and current bound volumes of U. S. Tax Cases. 


Federal Tax Guide Reports —Edited and produced particularly for Tax Men 
who must stay abreast of unfolding developments concerning the federal 
income taxes of the average taxpayer, the ordinary corporation or individual. 
Swift weekly issues provide quick access to essential facts and information— 
changes in statutes, amendments, regulations, decisions, official rulings, and 
the like. Subscription includes two loose leaf Compilation Volumes with 
pertinent law texts, income tax regulations, rulings, decisions, explanations, 
examples, charts, tables, check lists. 


State Tax Reports—Tax Men everywhere welcome the special assistance of 
CCH’s State Tax Reports. Forty-eight states and the District of Columbia 
are each individually covered in separate reporting units. Swift, accurate, 
convenient, the informative regular ‘‘Reports’’ for each unit keep pertinent 
state tax facts and information constantly up-to-the-minute. Coverage in- 
cludes new laws, amendments, regulations, rulings, court and administrative 
decisions, return and report forms—in short, everything important and 
helpful in the sound and effective handling of corporate or individual 
state taxes and taxation. One or more loose leaf Reporter Volumes for each 
unit included under subscription at no added cost. 


Payroll Tax Guide—For dependable, continuing help in handling the payroll 
problems involved under federal income tax withholding, federal social 
security taxes on employers and employees, federal wage and hour regulatory 
provisions, state and local income tax withholding, and unemployment in- 
surance contributions. Spans the whole workaday world of pertinent statutes, 
rulings, regulations, decisions, returns, forms, reports and instructions. No 
law texts, no regulations—instead plain-spoken explanations of ‘payroll law" 
make everything instantly clear. Compact Compilation Volume included. 
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© You can have these high earnings, 
have your money available at all 
times, and besides have your account 
up to $10,000.00 insured by a U.S. 
Government Agency by putting 
your dollars in Insured Savings and 
Loan Associations. Why let your 
money earn less? 
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Retirement, and Annuity Funds, 
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Church and Institutions. LEGAL 
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Funds. Place any amount, $500.00 to 
$1 Million—FULLY INSURED. 

@ Write for your free list of these 
Insured Associations Now—Full In- 
formation—No Fee—No Obligation 
—Our Services are Free. 
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gm all purpose 
chair 


for America’s army 
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6 The seat is thick with 
foam rubber. The 
oe , posture-curved back- 
o 3 rest cradles the small 

of the back in still 
more foam rubber. And you can scuff the fiber glass 
base incessantly—you'll never mar it. It’s a com- 
fortable chair, a rugged chair, and best of all, a low 
priced chair. Ask your Sturgis Dealer to show you 
the 840-G. The Sturgis Posture Chair Company, 
Sturgis, Michigan. Address inquiries to The Sturgis 
Posture Chair Company, General Sales Offices, 154 
East Erie Street, Chicago 11, Illinois. 


















Controllership and the Xith International 


Congress on Scientific Management (Continued from p. 435) 


and despite three intervening recessions 
mentioned by Professor Polak. 


Mining 84.3 
Manufacturing 110.5 
Contracting and Construction 153.2 
Transportation and Public Utilities 100.6 
Trade 121.1 
Financial, Insurance, and Real Estate 137.6 
Services 125.4 
Government 131.1 


It is probable that Professor Polak’s 
remarks should not be construed as re- 
flecting a national viewpoint. The Nether- 
lands has worked to recover from its 
wartime problems and it is presently ex- 
periencing a labor shortage. These indus- 
trious people have an ancient saying that 
“God made the world, but the Dutch 
made Holland.” 

The task of management relative to au- 
tomation was focused more properly when 
the specific working session on the sub- 
ject was held. Dr. Erich Mittelsten Scheid 
(Western Germany) considered it man- 
agement’s duty to provide employment at 
reasonable income in order to consume the 
goods produced and that industry must be 
organized to utilize new technical facili- 
ties without harm in any area of the econ- 
omy. Tage Bak-Jensen (Denmark) _be- 
lieved that the problem of automation is 
not one of unemployment, but rather one 
of the development of the proper manage- 
ment approaches. He stated that Europe 
would require at least five years to acquire 
the necessary paper-work simplification 
that should precede electronic data process- 
ing, and this view is more than supported 
by the writer's professional observations. 

John Diebold (United States) was out- 
standing as rapporteur on the automation 
sessions. He emphasized the phenomena 
common to all countries—including the 
United States—where management can 
easily become overly impressed with the 
“hardware,” and thus give belated atten- 
tion to the managerial problems intro- 


| duced by electronics. He mentioned the 


case of an insurance company employing 
200 programmers, and the writer would 
assume from experience that this situation 
would be a reflection of inadequate fact- 
gathering and systems analysis at an earlier 
stage. But, as will be seen, this feature is 
not the deeper consideration that manage- 
ment must face. 

Mr. Diebold regretted the adoption of 
the term ‘European view” as a result of 
Professor Polak’s remarks and he ade- 
quately outlined the American adventure 
in automation. Although ambitious pre- 
dictions were made for electronic com- 
puters five years ago, extensive experience 
has been obtained only in the last two 
years. There are about 1,000 computers in 
use, and about two new ones are being 
shipped each day—including two large- 
scale models each week. Today, there are 


few cases in which there has been a labor 
saving directly attributable to a computer, 
and this is supported by the writer's ex- 
perience that most economies are derived 
from the systems analysis that must pre- 
cede electronics. Mr. Diebold stated that 
he knew of no installation having been 
justified on the basis of labor saving dur- 
ing the past three years. Management's 
motive has been the securing of sounder 
facts and analyses as a basis for earlier and 
more dependable decisions. 

Relative to automated production op- 
erations, Mr. Diebold pointed out the ap- 
plications in the paper, chemical, and oil 
industries, where conversions have been 
made from bulk to continuous manufac- 
turing. It was further mentioned that me- 
chanical industries are more representative 
of the production situation, and that auto- 
mobile production in the United States 
had achieved an estimated automation 
level of only 16%. However, automation 
in every form extends the range of human 
abilities, and it should be viewed as a 
means of building and dignifying the 
work of people everywhere. 

Dr. Mittelsten Scheid urged upon man- 
agement the enlightened use of automa- 
tion to avoid the resentment in Europe 
that caused workers to destroy mechanical 
looms a century ago.” 


THE FREDERICK WINSLOW TAYLOR 
CENTENNIAL 

Frederick W. Taylor has been called the 
“Father of Scientific Management’’ and 
the centennial of his birth was observed 
at the Congress by Lieutenant Colonel 
Lyndall F. Urwick (Great Britain) in an 
unusual address reviewing his life and 
views. It is reasonable to assume that a 
continent recently ravaged by World War 
I sought in earlier Congresses the tech- 
niques of Scientific Management that had 
contributed to victory. It was appropriate 
and more mature for today’s generation 
to seek a deeper meaning. 

Like other contemporary pioneers, Tay- 
lor rejected the view that Scientific Man- 
agement was a “bunch of efficiency de- 
vices.’ He believed that the proper 
objective was a common effort by those 
who worked and those who directed work 
—with a mutual acceptance of rational 
analysis and planning in the joint en- 
deavor. He further saw both the workers 


* Coincidental quotation from the European 
edition of the New York Herald-Tribune of 50 
years ago—July 9, 1907—“‘Soldiers firing upon 
a crowd wound ten Russian peasants during a 
riot caused by the peasants’ objection to the sub- 
stitution of mechanical for horse power in pro- 
pelling the boats on the Lake Ladoga canals.” 
Note—This should not be construed neces- 
sarily as an early foreshadowing of resentment 
against automation, since these poor people 
might have possessed a national pride in the 
invention of the horse. 





THE CONTROLLER * SEPTEMBER, 1957 








ee ae 












and the employers working for a third 
party, the consumer, who paid the wages 











































35) | of one and the profits of the other. He 
| viewed this third person to be identical 
bor | with the others within an industrial de- 
ter, (| | mocracy. 
ex: Taylor had no sympathy with the trans- 
ved fer of the industrial management function 
re- to either a labor union or a government, 
hat although he could hardly have foreseen 


the clash of ideologies in the world today. 


He did foresee the development of the 
at's trained manager as a separate person from 
der either owner or direct producer, and the 
ind twentieth century has seen education for 
business management as a career grow 
Op- from a single institution (The Wharton 
ap- School) to more than 175 major univer- 
oil sities. It is required of the controller to 
en recognize the responsibilities that he has 
‘ac- thus inherited in the evolution of today’s 
ne- economy. 
ive 
to- — CONCLUSION 
tes Reflecting during the composition of 
on this report on the banks of the Rhine at 
on Basle, the writer is mindful of the econ- 
lan — — omy and industry that he has observed in 


Switzerland. Here is a small but prosper- 








































ous nation where people have worked for | a 
centuries building a sound economy under o\ -| eerne ee ee 
an- =F difficult natural circumstances. Although 
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on q pian” to expect today’s controller to Direct-Action Keys give lightning answers. No 
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y- the ability to advance the work of others Cushioned Touch—Built-in floating action elim- 
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e his sciontifeally determined aims and You will appreciate the New COMPTOMETER 
. methods ? This would be Scientific Man- CUSTOMATIC only when you see it in action. 
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rk : Let us prove this in your office FREE. 
f . 
; WANT HELP? Swamped by all the mate- 3 
rs rial on electronics? Can't find informa- 
tion on specific applications of electron- 4 Comptometer Corporation 
: ics? Want to know experiences of : - 1734 N. Paulina St., Chicago 22, Ill. 
companies converting to electronics? 2 In Canada: Canadian Comptometer, Ltd. 
on 4 501 Yonge Street, Toronto 5, Ontario 
a If your answer to any of these questions 4 ( Arrange free office trial for me on: 
b- is affirmative, the list of reports on > +4 Semeneuenion Sememelle 
0- ar apg IN BUSINESS may 4 [] Comptometer Comptograph “220M” 
. elp you. Send your request to 3 ©] Comptometer Commander 
S° 
4 Comptometer Comptograph Comptometer Commander— ‘Name 
7 eral FOUNDATION > “990M"—with new multiptl leeeres accuracy in sicte. Firm 
cation key— more features ion. Lifetime Magnetic be 
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‘ } machine. Mail coupon. costs. Try it today, FREE. => City__ Zone _ State 
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THE CONTROLLER 


Oakuille, Ontario (TOP LEFT) 


John C. Naylor, executive vice presi- 
dent of Pet Milk Company, St. Louis, 
Mo., was guest of honor recently at a 
supper that took place on July 12 at the 
home of Stanley E. LeBrocq, retired 
comptroller of the Steel Company of 
Canada, Ltd., Hamilton. The gathering 
was attended by members of both the 
Hamilton and Toronto Controls of Con- 
trollers Institute. Mr. Naylor served as 
president of the Institute, 1943-44, and 
Mr. LeBrocq was a member of the Insti- 
tute’s Board of Directors, 1951-54. 

Mr. Naylor is seated fifth from the left. 
At his right is Mr. LeBrocq and at Mr. 
Naylor’s ieft is John H. Reid, executive 
vice president of Standard Paving & 
Materials Ltd., Toronto, a newly elected 
national director of Controllers Institute. 
Others in the photograph (seated left to 
right) are: E. Glover Howe; John T. 
Scarlett, immediate past president of the 
Hamilton Control; Jack Plumpton, cur- 
rent president of the Hamilton Control; 
Paul Haase, managing director of Con- 
trollers Institute; Donald G. Scott, imme- 
diate past president of the Toronto Con- 
trol. (Standing left to right): Herbert S. 
Wigley, Norman J. Brown, Malcolm S. 
Sutherland, Edward Garside, George 
Moller, Donald F. Thom, Harry J. Way, 
Charles W. Saddington, D. D. Panabaker, 
and J. A. Ross. 


Montreal, Quebec (céNTER LEFT) 


Mr. Naylor was also honored at a 
dinner attended by officials of the Mont- 
real Control on July 17. (Left to right): 
W. A. Crosbie, Paul Haase, W. F. Quayle, 
Control President R. H. Wood, National 
Director E. L. Hamilton, Mrs. Naylor, 
Past National Director Frank S. Capon, 
Mr. Naylor, Mrs. Wood, Immediate Past 
Control President James F. Tooley, G. W. 
McRoberts and Gerald J. Burke. 


New HAauen, Coun. (LOWER LEFT) 


Over 50 members of the Bridgeport 
and Hartford Controls of Controllers In- 
stitute of America participated in a joint 
dinner meeting preceded by golf at the 
New Haven Country Club on June 4. 
The occasion marked the 20th Anniver- 
sary of the Bridgeport Control and the 
15th of the Hartford Control. 

Those shown at the head table were 
(left to right) Joseph H. Riley (Safety 
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Industries, Inc.), a director of the Bridge- 
port Control; Judson G. Hyde (Sperry 
Products, Inc.), assistant secretary-treas- 
urer, Bridgeport Control; Paul L. Smith 
(Bullard Company), vice president, 
Bridgeport Control; C. Raymond Dodd 
(Ensign-Bickford Co.), secretary, Hart- 
ford Control; Alfred J. DeFrank (Bead 
Chain Mfg. Co.), president, Bridgeport 
Control. 

Next were Robert N. Wallis (Denni- 
son Manufacturing Company), chairman 
of the national Board of Directors, Con- 
trollers Institute; Paul Haase, secretary 
and managing director, Controllers In- 
stitute; Burdette A. Johnson (NEGEA 
Service Corp.), national director of Con- 
trollers Institute; and George L. Todd 
(Bullard Company), vice president, Re- 
gion I, Controllers Institute. 

Also present in addition to the current 
and newly elected officers of the two 
Controls were L. M. Nichols, who served 
as first president of the “Connecticut 
Control,” organized in 1937, of which 
the two Controls are outgrowths; Arthur 
E. North, a retired member of the 
Bridgeport Control and David R. Ander- 
son of the Hartford Control whose mem- 
berships date from 1932 and 1933 re- 
spectively. The two Controls each have a 
total of 63 members. 


Miami, Glerida (BELOW ToP) 


The first official meeting of the Florida 
Control of Controllers Institute of 


America was held July 9 in the Las 
Americas Room of the McAllister Hotel, 
Miami, and featured presentation of the 
Control’s charter by Dudley E. Browne, 
Institute president, to E. K. Faulds, presi- 
dent of the Florida Control. Mr. Browne 
is vice president of finance and controller 





of Lockheed Aircraft Corporation, Bur- 
bank, California, and Mr. Faulds is comp- 
troller of Ludman Corporation, Miami. 

Mr. Browne is seated at the left and 
Mr. Faulds is second from the right. Join- 
ing them were Frank J. Carr, second from 
the left, who is retired and living in 
Florida. Mr. Carr served as the first presi- 
dent of Controllers Institute, 1931-33. 
Seated center is W. C. Jones, vice presi- 
dent of Region V of the Institute and 
controller of Alabama By-Products Cor- 
poration, Birmingham, Ala. At the right 
is Institute National Director C. C. Lay, 
treasurer, the Wheland Company, Chatta- 
nooga, Tenn. 


(BELOW LOWER 

The newly elected officers and directors 
of the Florida Control are (left to right): 
J. Edward Greaves, director; Louis A. 
Burn, director; E. K. Faulds, president; 
Newton V. Turney, director; B. B. Brom- 
berg, second vice president; Ray F. 
Basten, treasurer; H. Y. Kinard, first vice 
president ; Eugene E. Cohen, secretary. 

Among those who are charter members 
of the new Control are honorary members 
Roscoe Seybold and Edwin E. McConnell, 
both past presidents of Controllers Insti- 
tute; Randolph Scott Avon, John W. 
Clarke, Ivan R. Cunningham, Edward W. 
Herbert, Clifford J. Kieffer, Sr., Jack I. 
Levkoff, J. R. Lindley, C. J. Millar, C. 
Alston L. Moore, Edward G. Netscher, 
L. V. Swanson, Robert S. Sweeney, and 
Kermit Tyndall—active members of CIA 
who have transferred from other Con- 
trols; and retired mernbers E. J. Bushing, 
E. A. Gratton, W. Manville Johnson, 
H. F. Lasher, Lon D. Morgan, Claude O. 
Rainey, F. M. Shadley, and Walter J. 
Vernier. 
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c Announcing 


a digest of 


PRODUCTIVITY 
ACCOUNTING 
by 
Hiram S. Davis 


As a service to executives, desirous 
of keeping in touch with important 
business publications yet pressed for 
time, Controllership Foundation 
publishes a series of digests of sm- 
portant business books. 


PRODUCTIVITY ACCOUNTING, 
published by the University of Penn- 
sylvania Press, presents a methoxl for 
measuring the productivity of a’busi- 
ness that is as useful in periods of 
rapidly changing prices as it is when 
prices are stable. An illustrative ap- 
plication of the method is given and 
the theoretical and practical difh- 
culties are considered. Five uses of 
the technique are then discussed: 

1. Over-all measure of ‘the effi- 

ciency of a firm 
2. Analytical audit of past per- 


formance 

3. Budget control of current 
performance 

4. Common-price financial state- 
ments 


5. Measurement of initial distri- 
bution of the benefits flowing 
from gain (loss) in the firm’s 
productivity. 


Copies of the 50-page digest 
available at $1.00 each from 


CONTROLLERSHIP 
FOUNDATION, INC. 


Research Arm of Controllers Institute 


Two Park Avenue 
New York 16, N. Y. 


Orders from nonmembers outside 
Continental U. S. and Canada 
must be accompanied by remittance 
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CPAs Responsibility 
May Be Enlarged 


A certified public accountant may be 
held responsible for the fairness of all 
data in a “long-form” report even 
though he renders only a “short-form” 
opinion, according to a statement issued 
by the auditing procedure committee of 
the American Institute of Certified Pub- 
lic Accountants. 

Emphasizing the necessity for main- 
taining ‘‘a clear-cut distinction between 
the management’s representations and 
the auditor's representations,” the com- 
mittee warned that it may be assumed 
that the CPA takes as much responsi- 
bility for the supplementary data in his 
report as he does for the items in the 
basic financial statements, unless he spe- 
cifically disclaims that responsibility. 

The committee’s pronouncement fol- 
lowed a study that showed many CPAs 
certify to financial statements in long- 
form reports with the usual short-form 
type of auditor’s opinion. When an au- 
ditor renders a short-form opinion, he 
attests to only the fairness of the basic 
financial statements (the balance sheet 
and statements of income, retained 
earnings and capital). He does not refer 
to the fairness of the other data in- 
cluded in the report. 

As a result of this practice, the com- 
mittee said, the auditor makes no dis- 
tinction between data covered by his ex- 
amination and data which may not have 
been examined by him. The committee 
maintained that this was inconsistent 
with the concept that an auditor must 
give a definite indication of the extent 
and character of his examination. 

The committee declared that “in the 
absence of a statement by the auditor 
to the contrary, it may be presumed 
that he assumes responsibility for such 
other data in the long-form report, to 
the same degree that he does for indi- 
vidual items in the basic financial state- 
ments; that is, that they are fairly stated 
in all material respects in relation to the 
basic financial statements, taken as a 
whole.” 

In cases where financial statements and 
other data for the prior year are presented 
for comparative purposes, the committee 
stated that it does not believe it is neces- 
sary for an auditor to express an opinion 
on the figures for the previous year. He 
should, however, note in his report any 
exceptions or reservations he may have as 
to the fairness of the prior year’s figures. 





XEROGRAPHY EXPERTS 


We can make XEROGRAPHIC PLATES for 
you. We can also MULTILITH your office 
forms, charts, manuals. SAME DAY SERVICE 


KENT 


GR7-3133 New York3, N.Y. 





60 E. 11th St. 
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thanks to XEROGRAPHY... 


A NEW DIMENSION: continuous, high-speed copying 
fast...Clean...versatile ...economical 


Thousands of modern organizations 
are capitalizing today on the unique 
features of xerography—the fast, dry, 
electrostatic copying process. 

Not the least of xerography’s at- 
tributes is its ever expanding versatili- 
ty which has now evolved a dramatic 
new dimension—the continuous copy- 
ing of documents either from the 
original or from roll microfilm. 


The Copyflo® Continuous Printer 


will turn out beautifully clear, right- 
reading prints as sharp as the original 
on a continuous roll of plain, unsen- 


sitized payer at the rate of 20 feet per 
minute. 

The opaque-head model of the 
Copyflo Printer will accept original 
documents as wide as 24 inches and of 
any length, and will enlarge or reduce 
16% to 200% to a maximum width 
of 11 inches, any length. 

Microfilm models will enlarge from 
either positive or negative roll film, 
16mm or 35mm, to a maximum print 
width of 11 inches. 

A third model combines features of 
the microfilm and opaque head units. 


Here are but a few uses of the new Copyflo Continuous Printer. . . 


© Insurance Companies: policy applications, medical forms, history record 


cards. 


© Industrial Companies: engineering drawings, letters, parts and inventory 
lists, security records, contracts, specifications. 


e Title Companies: titles, abstracts, etc. 


© Transportation Companies: waybills, correction statements, statements of 
difference, tracers, claims, ICC copies, government regulations. 


¢ Banks: checks, statements, facsimile signatures, reports. 


e Commercial Reproduction Companies: A new, low-cost reproduction 


service of many applications. 


It will pay you to investigate the many advantages of 
this new continuous printer. Write for descriptive folder. 


THE HALOID COMPANY 
57-161X Haloid St., Rochester 3, N. Y. 


Branch offices in principal U. S. cities and Toronto 





HALOID 
XEROX 
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Aid to Education 


Standard Oil Company (N. J.) has 
made a grant of $1.5 million for a three- 
year program to stimulate better teaching 
in science and engineering. The money 
will go to the Esso Education Foundation 
which in turn will distribute the funds to 
educational projects. 


Business Data 

Manufacturers’ sales and new orders in 
June were reduced from their May rates 
according to the Office of Business Eco- 
nomics. Sales aggregated $28.5 billion in 
June and, on a seasonal basis, were one 
per cent below May but four per cent 
above June 1956. New orders placed with 
manufacturers in June totaled $27.6 bil- 
lion, a drop of four per cent from the pre- 





CONTROLLERSHIP INFORMATION SERVICE 


olen 


vious month and moderately below June 
1956. Unfilled orders declined $900 mil- 
lion in June with all the drops centered 
in the durable goods sector. 


Investment of Pension and Profit- 
Sharing Funds 

Trustees of pension and profit-sharing 
funds were putting a larger portion of 
their assets in corporate bonds and com- 
mon stocks at the end of 1956, according 
to a Commerce Clearing House survey. 
The study of 116 funds indicated that 
corporate bonds represented 40 per cent 
of the total investment while government 
bonds held were only 15 per cent; invest- 
ments in common stocks of all the funds 
listed were 31 per cent. The major types 
of common stock investments remain 





Following are items of information which should be of interest 

to corporate controllers and other top-management executives. 

They are drawn from research reference and source materials at 
CONTROLLERSHIP FOUNDATION: 


Atomic Energy Commission Research Reports—The latest cumu- 
lative listing of all Atomic Energy Commission research reports 
not in the ‘‘classified’’ category should be of interest to those 
whose companies are looking ahead to the business and industrial 
possibilities of atomic energy and nuclear fission developments 
(and by-products), or those whose businesses may be subject to 
direct or indirect impact of such developments. 

The “Atomic Energy Commission Research Reports Price List 
No. 27” is for sale by the Office of Technical Services, U. S. 
Department of Commerce. Reports listed are classified under 
the following subjects: 


Chemistry Instruments Health Physics, 

Engineering Metallurgy and Biology and 

Geology and Ceramics Medicine 
Mineralogy Physics Miscellaneous 


State Sales and Use Tax Development—One effect of the Gen- 
eral Trading decision of the U. S. Supreme Court (General Trad- 
ing, 64 Sup. Ct. 1028; affg. 10 N. W. 2d 659) is to lead some 
states to consider outstate sellers liable for sales and use taxes if 
they maintain regular selling agents and deliver the ordered 
goods in the state. Prior to this it was thought that maintenance 
of substantial inventory or some fixed establishment within a 
state was necessary to make a seller subject to state sales or use 
taxes. 

In the General Trading decision, the U. S. Supreme Court has 
held that an outstate seller having salesmen only was “‘main- 
taining a place of business in Iowa.” 

You may want to check on your company’s position in certain 
states in relation to the details and implications of this Court 
decision. 
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steady from year to year: utilities ac. 
counted for 18 per cent of the total so 
invested, petroleum for 12 per cent and 
chemical shares for nearly nine per cent 
in 1956. 


This Electronic World 

The F. H. McGraw & Company in 
Hartford, Conn., is using AT&T and 
IBM equipment for a remote-control pay 
plan. The paymaster at the job site as- 
sembles pertinent information on each 
new employe—badge number, Social Se- 
curity number, name and number of ex- 
emptions—which is transcribed onto a 
paper tape. 

The tape is then fed into a teletype- 
writer and transmitted over private lines 
leased from AT&T to the home office in 
Hartford. Each day the employe’s type of 
time (straight, premium, travel), hours 
worked, and hourly rate are transmitted to 
the home office. 

At the home office the tape data are 
transferred to an IBM card and at the end 
of the work week the card data are then 
transferred back to a tape. This tape is 
then transmitted by teletype back to the 
job site and is printed on a roll of blank 
check forms in the teletype machine. The 
paymaster then signs the checks and dis- 
tributes them. 

e 


The Whiteford Unwinder, or tape sup- 
ply reel, will feed accumulated rolls of 
common language tape to any input from 
the original starting point, without te- 
wind, in any direction. 

e 


For a 72-hour period, tape recorders 
operated 142 switches and signals on the 
406-mile line of Seaboard Air Line Rail- 
road between Jacksonville and Miami. The 
recorders were used while the Centralized 
Traffic Control machine was moved three 
miles in Jacksonville to Seaboard’s new 
division building. The impulses for the 
CTC were recorded previously from ac- 
tual signals transmitting from the control 
machine. 


Cash Dividends 


Dividend payments by corporations is- 
suing public reports totaled nearly $4 bil- 
lion during the first five months of 1957. 
This represented an increase of three and 
one-half per cent over the same 1956 pe- 
riod. 


The Value of Sheepskin 

Figures of the U. S. Census Bureau 
indicate that a college graduate can ex- 
pect to make about $100,000 more during 
his lifetime than a person with only a 
high school diploma. The cost of that 
sheepskin is going up—tuition expenses 
alone are up 70 to 100 per cent since 
1947. 
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Remember 


: when you were 


“moving 


up in 


business” 


? 


You would have welcomed 
a booklet like this one! 





+. business 
up wm b 





moving 


25¢ per copy 


DESIGNED FOR DISTRIBUTION 


by corporations to high school 
gtaduates and college under- 
graduates in their recruiting 
areas, this ‘‘careers” booklet is 
aimed at attracting students to 
accounting and providing you 
with future accounting person- 


nel, and potential executives. 


You can place your own im- 
print on the booklet if you wish 
to identify your company’s in- 


terest in your community. 











Is your firm telling high school seniors and college students about 
the broad area of accounting careers today to insure having adequately 
trained accounting personnel tomorrow? 


The National Committee on Education of Controllers Institute of 
America has prepared this three-color 16-page booklet to help you 
inform today’s students of the many career opportunities that stem 
from academic training in accounting. The Committee has already 
sent sample copies to colleges, secondary schools and guidance 
counsellors throughout the country. 


Controllers Institute of America CS 57 
Two Park Avenue, New York 16, N. Y. 


Sone MO. ess copies of “Moving Up in Business—A Look at Managerial 
Accounting” at 25¢ per copy postpaid (Check enclosed ) (Bill me later  ) 
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Value:%9.80 


... but its loss 
could put you 
out of business! 


The paper your records are on is worth 
only a trifle—and fire insurance covers 
that cost completely if your records 
burn... 

But what your fire insurance doesn’t 
cover is the cost of restoring the impor- 
tant information your business papers 
contain. 

That is why four out of every ten 
firms that lose their vital records never 
reopen their doors. 

There is only one sure way to protect 
yourself against such tragedy... 
VALUABLE PAPERS INSURANCE. It covers 
your inventory records, films, formulas, 
blueprints, and other important business 
documents. And it covers them not only 
against loss by fire, but against loss, 
destruction and damage from practically 
any cause. 

If you need fire insurance, you prob- 
ably need VALUABLE PAPERS INSURANCE 
even more. For details, see the Ameri- 
can Surety agent in your community. If 
you don’t know his name, write our 
Agency Department, 100 Broadway, 
New York 5, N. Y.—we’ll supply it 
promptly. 


Protecting American Businesses 
for over 70 years 


AMERICAN SURETY 
COMPANY ricci * SURETY * CASUALTY 


FIRE ° INLAND MARINE ° HOMEOWNERS 
ACCOUNTANTS LIABILITY « AVIATION 


100 Broadway - New York 5, N. Y. 
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TOP MEN... 

Charles E. Eble, formerly a vice presi- 
dent, was elected president and a director 
of Consolidated Edison Company of 
N. Y., Inc. . . . Allyn R. Bell, Jr. was re- 
cently elected president of the Glenmede 
Trust Company, Philadelphia, Pa. 





MR. EBLE 


NEW CONNECTIONS ... 

Marshall E. Delavan is now vice presi- 
dent and treasurer of Hubbard & Com- 
pany, Pittsburgh, Pa. . . . Fladger F. Tan- 
nery recently became senior vice president 
of Frito Co., Dallas, Tex. . . . Ronello B. 
Lewis is a general partner of E. F. Hutton 
& Company, New York. 

Edward C. Kimball is controller of Di- 
Giorgio Wine Company, Los Angeles, 
Calif. . . . George Zack has joined Wil- 
son Industrial Equipment, Inc., Tampa, 
Fla., as vice president and treasurer. . . . 
Walter R. Strothman was recently elected 
vice president and controller of General 
Acceptance Corporation, Philadelphia, Pa. 


COMPANY CHANGES .. . 

Robertshaw Fulton Controls Company, 
Richmond, Va., recently announced the 
election of John C. C. Byrne as controller 


MR. ZACK 





MR. BELL 





MR. BYRNE 


oT 


and B. D. Taylor as treasurer. Mr. Byrne 
was previously assistant controller of 
Grayson Controls Division, Long Beach, 
Calif., while Mr. Taylor had been located 
in Pittsburgh, Pa., as controller. Both will 
move to the Richmond office of the com- 
pany. Mr. Byrne served as secretary of the 





MR. DELAVAN 


Los Angeles Control, Controllers Institute 
of America during the past year. 


CROSS-COUNTRY .. . 

Waldo W. Neikirk, formerly with 
Dewey and Almy Chemical Company, 
Boston, Mass., has joined Tidewater Oil 
Company, San Francisco, Calif., as assist- 
ant controller. 


PROMOTIONS .. . 

William J. Jacquette is now manager of 
the Management Services Division of 
Ernst & Ernst, New York. . . . George D. 
Billock was appointed to the newly created 
position of vice president and assistant to 
the president of Hubbard & Company, 
Pittsburgh, Pa. . . . Michael G. Campagna 
was named assistant treasurer of William 
Skinner & Sons, Holyoke, Mass. . . . J. A. 
Schmidt, Jr. is secretary and treasurer of 





MR. BILLOCK 
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MR. HAWTHORNE 


American Wheelabrator & Equipment 
Corp., Mishawaka, Ind. 

Armin M. Elbert recently became chair- 
man of the Finance Committee of Con- 
trols Co. of America, Milwaukee, Wis. 
_.. Todd G. Cole was made vice presi- 
dent-administration and finance of Delta- 
C&S Air Lines, Atlanta, Ga... . John B. 
Hermes is now vice president and treas- 
urer, the Richardson Company, Melrose 
Park, Illinois. . . . Now vice president 
of Edison Bros. Stores, Inc., St. Louis, 
Mo., is Morgan I. Pitcher. . . . The Peo- 
ples Gas Light & Coke Company, Chi- 
cago, Ill. recently announced the promo- 
tion of Frank L. Griffith as one of the new 
senior vice presidents and S. J. Barrett as 
vice president-Industrial Relations. 

Byron W. Cain is now assistant comp- 
troller of Youngstown Sheet and Tube 
Company, Youngstown, Ohio. . . . F. Ray 
Friedley recently became comptroller of 
the Oliver Iron Mining Division of 
United States Steel Corp., Duluth, Minn. 


ADDED RESPONSIBILITIES .. . 

F. G. Hawthorne was elected treasurer 
and controller of Burnham Corporation, 
Irvington, N. Y. . . . E. P. Heiles became 
vice president and controller of Surface 
Combustion Corporation, Toledo, Ohio. 


OVERSEAS ... 

Benjamin H. Crosby, Jr. has accepted an 
assignment in Tehran, Iran, to serve as fi- 
nance and accounting consultant for a pro- 
gram of economic development being un- 
dertaken in that country by a private 
American company on behalf of the Iran- 
ian Plan Organization. Mr. Crosby plans 
to remain in Iran about one year. 





MR. HEILES 


MR. CROSBY 


EXTRACURRICULAR ACTIVITIES .. . 

G. L. Phillippe, comptroller, General 
Electric Co., New York, and W. A. 
Walker, vice president and comptroller, 
United States Steel Corporation, New 
York, will serve as official representatives 
of Controllers Institute of America at the 
International Congress of Accountants in 
Holland, September 9-13. Both men will 
also present papers at the Congress. . . . 
R. Visscher Millar, controller, Chemical 
Specialties Division, Pennsalt Chemicals 
Corporation, Philadelphia, Pa., will be 
one of the speakers at the marketing con- 
ference of the National Industrial Con- 
ference Board, New York, September 
18-20. Mr. Millar’s subject will be ‘‘Fore- 
casting to Ensure Better Control of Sales 
Expenses.” 

John A. Beckett, midwest regional di- 
rector of Management Services for Arthur 
Young & Company, Chicago, served as 
chairman of the opening session for the 
annual International Cost Conference of 
the National Association of Accountants 
in Washington, D. C., on June 25... . 
T. W. Bryant, general controller of the 
Cuneo Press, Inc., Chicago, IIl., recently 
addressed the Industrial Management class 
at the University of Arkansas. . . . Stuart 
W. McLaughlin, comptroller of the West 
Virginia Pulp and Paper Company, New 
York, will serve as chairman at one of the 
sessions of the Fourth Annual Conference 
on Records Management in mid-Septem- 
ber, sponsored by the National Records 
Management Council, Inc. Daniel G. 
Schuman, vice president and controller, 
Stromberg-Carlson Company, Rochester, 
N. Y., will be the speaker at that session. 





CHANGING YOUR ADDRESS? 

Notice of change of address for THE CONTROLLER should 
be received in the editorial offices of THE CONTROLLER, 
Two Park Avenue, New York 16, N. Y., before the first of 
the month to affect the following month’s issue. For instance, 
if you desire the address changed for your November issue, 
we should be notified of your new address before October 1. 
Include your postal zone as well as your old and new address. 
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MANAGEMENT 
CONTROL CONSULTANT 


Chicago management consulting firm, a 
leader in its field, is seeking a broad 
gauged control man for its staff. Desire 
a background in some combination of 
costs, budgets, production control, sys- 
tems and procedures; and administrative 
control experience in an industrial opera- 
tion. We are seeking an executive who 
can deal effectively with management 
personnel and with management control 
problems. Home weekends when travel 
is involved. Prefer a man age 35-45, 
with accounting training. Engineering or 
production exposure helpful. Salary plus 
bonus. We invite your confidential reply 
to a stimulating and unlimited oppor- 
tunity. 
THE CONTROLLER 


D2286 Two Park Ave., New York 16, N. Y. 











COSTS CAN BE CUT 


The Big Question................... WHERE? 


* 
PROFIT ANALYSIS 
by Frederick M. Eisner, C.P.A. 


tells how—provides management with 
cost controls and ideas for inaugurat- 
ing COST REDUCTIONS in: market- 
ing, materials, labor, factory expense, 
“activation” of inventory, fuller use 
of plant and machinery, returned 
goods, salesmen’s costs, sales mixture, 
office departments. 


A new and complete system in 
DISTRIBUTION COST ACCOUNTING 


An ORIGINAL technique of allocat- 
ing MARKETING costs; a_ special 
procedure handling proportional sell- 
ing costs of products, territories, 
classes of customers, sizes of orders. 
Challenges competition through more 
advantageous sales pricing—your price 
should cover only certain costs of 
particular functions of the marketing 
process. Do you know which they are? 


Enables management to discover 
which products are out of line or un- 
profitable. 


THE NEW 
SUPPLEMENT 


advances a step further the accounting 
aids and procedures which have made 
PROFIT ANALYSIS the strong right 
arm of modern marketing manage- 
ment. 


Clear, easy-to-follow text 
and many illustrations. 
* 
Practical how-to-do-it books—con- 
stantly useful to controllers, internal 
auditors, public accountants and man- 
agement executives. 
* 


PROFIT ANALYSIS, 364 pages ...... $10.00 

SUPPLEMENT, 190 pages ........... 5 

SPECIAL COMBINATION OFFER— 
Both books postpaid .............. $12.50 








10 Day-Money-Back Guarantee 


CHARLES M. EISNER 


Dept. C—70 Linda Ave., White Plains, N. Y. 














Factors Behind Wage Cost 


HE RELATIONSHIP between rising wage 
T costs and rising prices is graphically de- 
veloped in ‘Labor Cost and Inflation,” a 
chart story in color prepared by the Na- 
tional Industrial Conference Board. The 
historic record indicates how industry, by 
providing employes with greater tool 
power, has been able to offset much of the 
rise in wages. Available data also suggest 
that the profit component of price has not 
been a major factor in the recent resump- 
tion of inflationary pressures. 

In setting forth the dimensions of the 
current inflation the chart survey compares 
the recent rise in prices with that of the 
first ten months of the Korean War, our 
last period of unquestioned inflation. Fig- 
ures reveal that between June 1950 and 
March 1951, wholesale prices rose on the 
average 1.8% a month. In contrast, the 
average monthly rise from mid-1955 to 
February 1957 was only 0.3%. Perhaps 
more relevant is the comparison of that 
0.3% with the 0.7% average monthly rise 
in wholesale prices during 18 peacetime 
business expansions in the past. 

The consumer price level advanced 
0.8% a month during the first ten months 
of the Korean period, but only 0.2% a 
month since June 1955. For the entire Ko- 


rean War period, however, consumer 
prices rose almost twice as fast as in the 
recent period. These comparisons may 
make the recent rise in prices appear less 
serious than they are in fact. As of Febru- 
ary, the upward slant had already persisted 
20 months and showed no sign that it had 
run its course, at least at the consumer 
level. 

The nonfood consumer price index 
shows a rise brought about by a spreading 
of price rises to most of its components. 
As a result, by the beginning of 1957, 
when the consumer price index was 3.3% 
above its first-half 1955 level, nearly three 
out of four of the series were rising. By 
contrast, only about one out of three of 
the series was rising in the first half of 
1955. In wholesale prices the pattern has 
not been so clear cut. The over-all index 
has risen, of course, but the rise has been 
accompanied by a spreading out of price 
rises to only little more than half of the 
components. The current rise in consumer 
prices, as indicated in the chart book, re- 
flects both the recent rise of the wholesale 
prices of commodities and the continu- 
ously rising prices of consumer services. 

Since 1909, trends in unit labor costs 
and finished goods prices have moved in 
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2 Park Ave. 


A leading multiplant manufacturer has outstanding 
opportunity for qualified executive with comprehensive 
experience in finance and accounting. 


The successful candidate, a college graduate, will be 
between 40 and 50 years of age, will possess back- 
ground of 15-20 years progressive experience in the 
above areas, and have current earnings of not less than 
$20,000 per year. He is currently either a corporate con- 
troller or an outstanding assistant controller at the cor- 
porate level in a successful company. 


Salary open. All replies should include complete 
working history and earnings record. Send complete 
details in strictest confidence to 


Box D2287 


New York 16, N. Y. 





pretty close harmony. At times, prices 
have run ahead of unit labor costs. At 
other times, unit labor costs have rup 
ahead of prices. But divergent movements 
have not lasted long. This is hardly sur. 
prising, since the price of labor is the most 
important single cost item in both the 
goods that manufacturers produce and the 
materials and supplies they buy. 

Over the last two years, average hourly 
earnings have gone up about 9.5%, while 
output per man-hour in manufacturin 
(all employes) has risen only 5.5%. This 
means that unit labor costs have advanced 
nearly 4% since 1954. At the same time, 
the prices of finished manufactured goods 
have risen less than 3%. This suggests 
that during the past two years the direct 
labor costs of producing the goods that 
manufacturers sell have outpaced the 
prices that manufacturers get. The gap 
would widen if indirect labor costs, ite., 
fringe benefits, were taken into account. 

Full utilization of capacity also creates 
pressures that push prices upward. Lim- 
ited measures suggest that the pressure of 
high-level production against available re- 
sources has contributed to the current rise 
in prices. According to the Conference 
Board chart book, however, some branches 
of the economy have been operating sub- 
stantially below their demonstrated «a- 
pability. This has been true of automobiles 
and textiles. The decline in residential 
starts is not easy to interpret, in view of 
the sharp increase in employment in the 
construction industry as a whole. 

The $56.7 billion gain in the annual 
rate of gross national product between the 
fourth quarters of 1954 and 1956 was 
sparked by the growth in business invest- 
ment. Business investment has been taking 
less than one-eighth of annual GNP in 
recent years. But it amounted to one-third 
of the gain in output over the past two 
years. This shift in the pattern of GNP 
expansion, as shown in the chart survey, 
exerted a ‘demand pull’ which was te- 
flected in the price level. The price index 
of producers’ finished goods, for instance, 
rose by almost 14% between the fourth 
quarters of 1954 and 1956, raising the 
wholesale price level generally. Smaller 
relative gains in consumer purchases held 
down the rise in consumer prices. 

Most industries, the chart survey te- 
veals, that were able to expand sales were 
also able to expand profits, despite lower 
margins. In manufacturing (1,316 leading 
concerns), a majority were able to in- 
crease both sales and profits. But increased 
sales were not enough for one-fifth of the 
companies in the sample, as they reported 
less net income than in 1955. Profits 
moved with their customary volatility dur- 
ing the current price rise—first increasing 
throughout 1955, then declining for the 
first three quarters of 1956, and turning 
up again in the fourth quarter. Profits at 
the end of 1956 had nearly reached the 
level of fourth-quarter 1955. 
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COLUMBIA 
UNIVERSITY 





INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- 
ates of high school or more ad- 
vanced education, are eligible for 
this program of instruction afford- 
ing a background in accounting 
and other phases of business and 
industry, as well as preparation for 
CPA examinations. Day and eve- 
ning courses; full and part time 
programs arranged. 


Registration Friday, Septem- 
ber 20th through Wednesday, 
September 25th, 10 a.m. to 8 
p.m.; Saturday 9 a.m. to Noon. 
Low Memorial Library, 116th 
St. between Broadway and 
Amsterdam Ave., 


Telephone: 


New York 27. 
Riverside 9-2800. 


COLUMBIA UNIVERSITY 

















HOME OFFICE: 
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American Appraisals 
correct errors in 


property accounts 


Continuous American Appraisal Serv- 
ice®is an effective method of property 
control—reflecting changes in physi- 
cal assets and fluctuations in value. It 
keeps property records in line with 
property facts. 


The 
AMERICAN 


APPRAISAL 


Company 
leader in property valuation 
MILWAUKEE 1, WIS. 





1957 


Since mid-1955 we have had increased 
economic activity, with both output and 
income advancing. Although money sup- 
ply has been checkreined by Federal Re- 
serve policy, business is still on the up- 
trend. In part, this is due to stepping up 
the velocity, or rate of use, of existing 
money. But since prices have continued to 
rise, the clear lesson of 1956 is that money 
and its rate of use are not the sole deter- 
minants of price. 

This poses a different problem from 
that faced in the postwar years. We were 
then concerned with the heritage of a 
swollen money supply and its high liquid- 
ity, and on managing the public debt and 
controlling its money-created potential. 
Today, the critical question is: How ade- 
quate are monetary controls for coping 
with price pressures that arise from non- 
monetary forces ? 

The continued rise in the labor income 
share over the last two years, to an esti- 
mated 69.8%, is counter to its typical 
downward movement when business ac- 
tivity is at or near a peak. This must be 
attributed to the rapid rise in the cost of 
employing labor, since there was no 
change in the share of labor income orig- 
inating in government and no evidence of 
significant changes in industry composi- 
tion. 


News of Other Organizations 


NRDGA 

Walden P. Hobbs, vice president and 
assistant treasurer, Consolidated Dry 
Goods Co., Springfield, Mass., was re- 
elected chairman of the Controllers’ Con- 
gress of the National Retail Dry Goods 
Association during its 37th Annual Con- 
vention, held in Dallas, Texas. 

Edwin M. Marks, vice president ‘iil 
controller of J. Goldsmith & Sons Co., 
Memphis, Tenn., was elected first vice 
chairman and Albert H. Kindler, treasurer 
and controller, G. M. McKelvey Co., 
Youngstown, Ohio, second vice chairman. 
Frank J. Buescher, vice president and con- 
troller of D. H. Holmes Co., Ltd., New 


Orleans, La., was re-elected secretary- 
treasurer. 
Seven new directors elected for three 


year terms were: Cyrus H. Adams III, 
Carson Pirie Scott & Co., Chicago, IIl.; 
Harry W. Krotz, J. W. Robinson & Co., 
Los Angeles, Calif.; Harry Margules, 
Gimbel Bros., Pittsburgh, Pa.; C. Robert 
McBrier, Woodward & Lothrop, Inc., 
Washington, D. C.; Reese Williams, 
I. Magnin & Co., San Francisco, Calif. ; 
Mr. Kindler and Mr. Marks. 


NABAC 
The fifth session of The NABAC 
School for Bank Auditors and Comptrol- 
lers opened at the University of Wiscon- 
sin July 28. The total enrollment consists 
of 307 bankers from 42 states plus the 
District of Columbia and overseas points. 
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Plant Location Studies . . . 
Industrial Plant Design . . . 
Supervision of Construction . . . 
Engineering Reports . . . 


Plant Modernization .. . 


APPRAISALS for purposes of: 


Insurance 











Cost Accounting 
Sale or Merger 


Depreciation 








Plant Ledger 
Your inquiry ts solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 
Boston 9, Mass. ° Spartanburg, S. C. 











* OPPORTUNITIES: 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 
Replies will be forwarded. 





SITUATIONS WANTED 





COST REDUCTION 


MIE, BEE, Graduate Business Administration. 
Ten years’ diversified experience in leading 
corporations in areas of systems and proce- 
dures, production control, project engineering, 
statistical work measurement, machine evalu- 
ation, research. Qualified to manage and con- 
duct cost-reduction and decision-making studies. 
Personable, supervisory experience, accustomed 
to working with all levels of an organization. 
Box 2273. 
CONTROLLER 


ASSISTANT CONTROLLER 

Naval Supply Corps officer plans 20-year vol- 
untary retirement October 1, 1957. Functional 
experience: controllership, treasurer, industrial 
budgeting, cost controls, materials control and 
management engineering. Desires growth op- 
portunity. Attended Purdue University. Re- 
sume on request. Age 38. Box 2284. 


ASSISTANT CONTROLLER— 
BUDGET MANAGER 


Eleven years’ experience in installation of 
budgetary control programs, updating cost- 
ing practices; financial, cost and economic 
evaluations; facilities expansion; complete 
sales and financial forecasting; marginal cost- 
ing; break-even volumes; inventory control; 
government accounting; graduate education. 
Age 32. Box 2285. 





NOTE: THE CoNTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 








Proxy Contest Proposals 


Keith Funston, president of the New 
York Stock Exchange, proposed a broad 
program designed to strengthen the rights 
of stockholders in proxy contests, and to 
give shareowners in all publicly owned 
companies the benefits of full disclosure. 
Mr. Funston specifically recommended: 


1. Empowering the Securities and Ex- 
change Commission to take court action 
to block the vote of any stock where the 
Commission believes its disclosure rules 
are being violated. He said this would be 
an effective means, during proxy contests, 
of piercing the anonymity of foreign hold- 
ings. 

2. Banning the sale of corporate votes 
or proxies. 


3. Extending the right to vote to share- 
owners of all publicly held companies. 


4. Solicitation of proxies so that share- 
owners can conveniently exercise their 
votes on a wider range of matters affect- 
ing their interests. 


5. Requiring all publicly owned com- 
panies to provide the same timely and ade- 
quate information about their operations 
that is now required of companies with se- 
curities registered on a national stock ex- 
change. 


Mr. Funston offered his proposals be- 
fore the General Management Conference 
of the American Management Association. 

The Exchange president said that where 
domestic stockholdings are concerned the 
Securities and Exchange Commission can 
enforce its disclosure rules governing 
listed company proxy contests. But he 
noted that where shares are held in the 
name of foreign institutions—either for 
U. S. citizens or nationals of other coun- 
tries—the SEC finds itself frustrated by its 
inability to get the facts. 

Mr. Funston said the practice of selling 
votes is unthinkable in the political arena, 
but that in corporate elections no adequate 


safeguards exist against the sale of 
proxies. 

Regarding the corporate ballot, Mr. 
Funston noted that the Stock Exchange 
since 1926, has refused to list commog 
shares not carrying the right to vote. 

“Our point of view here is clear and 
consistent,” he declared. ‘“We believe that 
if the mass of our people are to risk their 
dollars on the nation’s growth, there is no 
moral justification for depriving any 
shareowner in any publicly held business 
of the corporate vote. And it is not enough 
merely to extend the vote. It must be ex. 
tended in a way that makes it easy for the 
shareowner to cast his ballot on a wider 
range of issues—without traveling half. 
way across the continent to vote at an an. 
nual meeting.” 

He stated that over the years the Ex. 
change has broadened the number of vital 
corporate matters that must be brought be- 
fore shareowners for their approval. He 
noted also that the Exchange has success. 
fully persuaded virtually all listed compa- 
nies to solicit proxies. In 1955, he said, 
the Exchange made compulsory proxy so- 
licitations a part of its new listing agree- 
ments. At present only 43 active compa- 
nies out of almost 1,100 listed corpora- 
tions do not solicit proxies. 

Mr. Funston also endorsed the Ful- 
bright Bill, now being considered by the 
Senate Banking and Currency Committee, 
as “‘a means of developing a set of dis- 
closure standards which—while not so 
comprehensive as those of the New York 
Stock Exchange—will give all shareown- 
ers more of the data they have a right to 
receive.” 

Under terms of the Bill, Mr. Funston 
pointed out, unlisted companies with more 
than 750 shareowners and over $2 million 
in assets would have to file periodic finan- 
cial reports, comply with the SEC’s proxy 
rules and report stock transactions by com- 
pany officers, directors, and large stock- 
holders. 





MARK YOUR CALENDAR 





SYSTEMS AND PROCEDURES ASSOCIATION 
NATIONAL ASSOCIATION OF BANK AUDITORS AND COMPTROLLERS 


LOS ANGELES 
ATLANTA 


33rd Annual Convention 
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